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COMPARISON OF 1959 AND 1960 BUDGETS 


Mr. Gary. The committee will come to order. This morning we 
will take up the request of the Post Office Department. At this 
point in the record we will insert a brief table comparing the amounts 
requested for fiscal year 1960 with the'tppropriations for fiscal year 
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We are very glad to have the Postmaster General with us today, 
~ we shall be glad to hear from you at this time, General Summer- 

eld. 

Mr. Summerrietp. Thank you, Mr. Chairman and members of the 
committee. Before reading the prepared statement I have, following 
the usual procedure—I hope you will permit me to read it through 
to its conclusion—I would like to present some new faces who have 
come to the Department or who have been advanced from one position 
to another since our hearings before this committee last year. 

I would like first to present Mr. Rollin D. Barnard, formerly Deputy 
Assistant Postmaster General in Charge of Facilities, who is newly 
appointed and is waiting for Senate confirmation as Assistant Post- 
master General in charge of facilities. You will remember him, I 
am sure. 

Mr. Gary. Mr. Barnard, we are glad to have you with us in your new 
capacity. 

Mr. SumMeERrrFIELD. I would like to present Mr. Herbert B. War- 
burton, our General Counsel. 

Mr. Gary. Mr. Warburton is a former Member of the House. We 
are particularly glad to have him with us. 

Mr. SumMerriep. I would like to present Mr. Wade S. Plummer, 
who is in charge of our Office of Research and Engineering. 

Mr. Gary. We are glad to have you with us, Mr. Plummer. 

Mr. Summerrietp. Next is Mr. William A. Sponsler, who is execu- 
tive assistant to the Deputy Postmaster General. 

Mr. Gary. Mr. Sponsler, we are glad to have you with us. 

Mr. SuMMERFIELD. We are happy to have these men in their present 
positions. They come to us extremely well qualified; they are all 
dedicated men and skillful in the particular fields in which they are 
engaged in their new positions. 


BIOGRAPHICAL SKETCHES OF NEW OFFICERS 


Mr. Gary. Will you insert a brief biography of each in the record 
at this point, General. It is customary with this committee to ask for 
a short biography so that the House Members may know their back- 
grounds. 

Mr. SumMenrrFIELD. I will be happy to comply with your suggestion, 
sir. 
(The biographies referred to follow :) 


Roiiin D. BarNnarp 


Following is a biographical sketch of Rollin D. Barnard, of Denver, Colo., 
who has been nominated by President Eisenhower to be Assistant Postmaster 
General, Bureau of Facilities, Post Office Department, succeeding Ormonde A. 
Kieb, who resigned January 31, 1959: 

Mr. Barnard, who will serve as Acting Assistant Postmaster General pending 
Senate action on his nomination, has been previously the Deputy Assistant 
Postmaster General, Bureau of Facilities, since October 27, 1955. Previous 
to 1955, he was Director of the Real Estate Division of the Bureau of Facilities. 
He was appointed to that post in May 1953, “to develop and administer a long- 
needed program for the acquisition of land and rental of facilities based upon 
present and future postal requirements.” 

Born in Denver April 14, 1922, Mr. Barnard had been engaged in the real 
estate business in that city since 1940. He was also first vice president of Foster 
& Barnard, Inc., realtors. He attended Pomona College at Claremont, Calif., 
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where he received a bachelor of arts degree, having majored in business admin- 
istration. He was also an instructor at the University of Denver department of 
real estate for 4 years. 

A member of the Armed Forces during World War II, Mr. Barnard served 
in the Infantry from 1942 to 1946 and attained the rank of captain, and he is 
now a major in the Army Reserves. Mr. Barnard is also a member, and was 
first vice president, of the Denver Board of Realtors; a member of the Institute 
of Real Estate Management, serving as president of the Colorado chapter in 
1952-53 ; and a member of the Colorado Association of Real Estate Boards and 
the National Association of Real Estate Boards. 

He has also been prominent in Denver affairs, having served as director and 
vice president of the Denver Junior Chamber of Commerce, past president of 
the Denver Mountain Parks Improvement and Protective Association, and of 
the Real Estate Sales Associates. 

He is married to the former Patricia R. Bierkamp, of Van Nuys, Calif., and 
they have three children. 

WanbeE S. PLUMMER 


Wade S. Plummer was born March 12, 1914, in Conemaugh, Pa. Married, he 
has two teenage daughters. 

He attended the Swissdale Elementary and High Schools in suburban Pitts- 
burgh. He attended the University of Pittsburgh and, in 1936, graduated from 
Penn State University with a degree of bachelor of science in mechanical engi- 
neering. 

Mr. Plummer served the Pennsylvania Railroad in many capacities from 1936 
to 1955, starting as laborer in the Pittsburgh district and advancing through 
supervisory ranks to staff level. His responsibilities included research, engi- 
neering, administration, and operating assignments. 

In 1956 and 1957 he served as general superintendent in charge of manufac- 
turing for the Automatic Transportation Co., division of Yale & Towne Manu- 
facturing Co. 

Mr. Plummer has served as the Director of the Office of Research and Engi- 
neering, Post Office Department, since July 1958. 


WittiaM A. SPOoNSLER III 


William A. Sponsler joined the Department on March 3, 1958. He is a native 
of Pennsylvania; was born in 1903, and attended Harvard College. Prior to 
joining the Department, he spent 8 years in various capacities in Washington 
and overseas in the foreign aid program, subsequent to 25 years as a career 
official for the Commonwealth of Pennsylvania in financial management and 
general administrative roles covering a wide field, including the State budget, 
public assistance, liquor control, real estate and supply procurement, building 
construction, and other housekeeping functions. 


STATEMENT OF THE PosTMASTER GENERAL 


Mr. Summerrietp. Mr. Chairman and members of the committee, 
the consistent and sympathetic interest and help of this committee 
in enabling us to meet our goals of better mail service, lower costs, 
and smaller deficits have been a great encouragement to the postal 
management. We appreciate your collaboration and we thank you 
for it. 

A year ago I recorded for you some of our most important areas 
of progress since 1953, and cited a number of examples of accom- 
plishments. While continuing our endeavors on all management 
fronts, I have had my staff place particular emphasis in the last 
year on (1) obtaining a postal rate bill to reduce our deficit, (2) im- 
proving the mail service, (3) decreasing costs, (4) establishing a 
sound postal modernization program, and (5) building a productive 
research activity. I should like to summarize briefly some results 
from these endeavors. 
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First, in regard to postal rates: As you know, the Congress enacted 
Public Law 85-426 which, in title II, gave us a postal rate increase. 
This is calculated to add $463 million to our revenues in fiscal 1959 
and $550 million in fiscal 1960. Although affording less revenue 
than requested and still leaving a very substantial postal deficit, 
passage of this act was nevertheless a major milestone toward the 
objectives in which this committee, as well as the Department, has 
long been interested; namely, taking the burden of growing postal 
deficits off the back of the genera] taxpayer, and placing it on the 
users of the mails where it belongs. Without this rate increase, our 
estimated deficit would have been $1,072,000,000 in fiscal 1960 before 
reimbursement from the general funds of the Treasury for “Public 
services.” 

Perhaps of even more interest to this committee for its effect on the 
future finances of the Department is the establishment, in title I of 
the law, of a major principle for postal ratemaking: That postal rates 
and fees shall be adjusted as may be required to produce postal revenue 
in amounts approximately equal to the total cost of operating the 
Postal Establishment, less the amount deemed attributable to the per- 
formance of public services as determined by the appropriation act. 

While I am on the subject of the provision of funds through higher 
postal rates, I would like to allude to the “public services” concept as 
it was delineated in Public Law 85-426, title I. When he approved 
the bill on May 27, 1958, the President commented on what was desig- 
nated as “public services” as follows: 

There are in the bill several matters which cause me grave concern. The first 
is the excessive amount of postal services costs which are assessed against the 
U.S. Treasury. Certain items identified as “public services,’ such as the star- 
route system, are not services at all but are basic components of the system of 
moving mail between post offices. The consequence of this misconstrual of the 
public services performed by the Post Office Department is to burden the Treasury 
annually with $100 million or more of operating costs which logically and 
equitably should be paid by the users of the mails by means of proper rates of 
postage. The concept of public service which is inherent in the bill is clearly in 
error and without precedent. The true measure of the cost of the public services 
performed by the Post Office Department is the loss of revenue arising from 
specific rate concessions made under the law to certain subclasses of mail users. 
I am hopeful that the Congress will review section 104 with a view toward 
restating the “public services” of the Post Office Department to conform with this 
concept. 

Mr. Chairman, you will receive further clarification of this problem 
of subsidizing certain subclasses of mail users later in the hearings. I 
felt, however, that I should advise you at the start of my full support 
of the President’s position. 

But, in conformity with the present law requiring budget estimates 
of the costs of “public services” listed therein, we are submitting this 
information. The estimates total $172 million and are exclusive of an 
estimate of any loss resulting from the operation of star routes and 
third- and fourth-class post offices. The latter has been omitted for 
the reason that we know of no practicable way that such losses, if any, 
may be determined. We recognize, however, that a determination of 
the amount to be appropriated to the revenues of the Department for 
“public service” reimbursement lies wholly in the discretion of the 
Congress. 

But, even after the appropriation of the $172 million for “public 
services,” an estimated 1960 deficit of $350 million will remain. As 
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First, in regard to postal rates: As you know, the Congress enacted 
Public Law 85-426 which, in title II, gave us a postal rate increase. 
This is calculated to add $463 million to our revenues in fiscal 1959 
and $550 million in fiscal 1960. Although affording less revenue 
than requested and still leaving a very substantial postal deficit, 
passage of this act was nevertheless a major milestone toward the 
objectives in which this committee, as well as the Department, has 
long been interested; namely, taking the burden of growing postal 
deficits off the back of the general taxpayer, and placing it on the 
users of the mails where it belongs. Without this rate increase, our 
estimated deficit would have been $1,072,000,000 in fiscal 1960 before 
reimbursement from the general funds of the Treasury for “Public 
services.” 

Perhaps of even more interest to this committee for its effect on the 
future finances of the Department is the establishment, in title I of 
the law, of a major principle for postal ratemaking: That postal rates 
and fees shall be adjusted as may be required to produce postal revenue 
in amounts approximately equal to the total cost of operating the 
Postal Establishment, less the amount deemed attributable to the per- 
formance of public services as determined by the appropriation act. 

While I am on the subject of the provision of funds through higher 
postal rates, I would like to allude to the “public services” concept as 
it was delineated in Public Law 85-426, title I. When he approved 
the bill on May 27, 1958, the President commented on what was desig- 
nated as “public services” as follows: 

There are in the bill several matters which cause me grave concern. The first 
is the excessive amount of postal services costs which are assessed against the 
U.S. Treasury. Certain items identified as ‘public services,’ such as the star- 
route system, are not services at all but are basic components of the system of 
moving mail between post offices. The consequence of this misconstrual of the 
public services performed by the Post Office Department is to burden the Treasury 
annually with $100 million or more of operating costs which logically and 
equitably should be paid by the users of the mails by means of proper rates of 
postage. The concept of public service which is inherent in the bill is clearly in 
error and without precedent. The true measure of the cost of the public services 
performed by the Post Office Department is the loss of revenue arising from 
specific rate concessions made under the law to certain subclasses of mail users. 
I am hopeful that the Congress yill review section 104 with a view toward 
restating the “public services” of the Post Office Department to conform with this 
concept. 

Mr. Chairman, you will receive further clarification of this problem 
of subsidizing certain subclasses of mail users later in the hearings. I 
felt, however, that I should advise you at the start of my full support 
of the President’s position. 

But, in conformity with the present law requiring budget estimates 
of the costs of “public services” listed therein, we are submitting this 
information. The estimates total $172 million and are exclusive of an 
estimate of any loss resulting from the operation of star routes and 
third- and fourth-class post offices. The latter has been omitted for 
the reason that we know of no practicable way that such losses, if any, 
may be determined. We recognize, however, that a determination of 
the amount to be appropriated to the revenues of the Department for 
“public service” reimbursement lies wholly in the discretion of the 
Congress. 

But, even after the appropriation of the $172 million for “public 
services,” an estimated 1960 deficit of $350 million will remain. As 
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urgent need the Congress recognized when it included authorization 
for a postal modernization fund as title III of Public Law 85-426. 
Pursuant to this legislation, we have developed a sound moderniza- 
tion program. It is based on construction and mechanization in 
offices having immediate need, and I have been much impressed by 
the detail with which it has been programed for fiscal 1959 and 1960. 
Our budget request includes a relatively modest beginning for the 
modernization program which should involve ultimately $500 million 
of Federal funds to match private investment in the amount of ap- 
proximately $1.5 billion. 

We now know that without replacement, expansion, and mechaniza- 
tion of our many obsolete facilities we cannot economically—or even 
physically—handle the steadily increasing volume of mail. Tam sure, 
Mr. Chairman, that you and your committee will listen with interest 
and understanding to this important request when presented in full 
detail to you in later testimony. Your understanding of this prob- 
lem is a prerequisite to development of a postal system capable of 
meeting its service responsibilities. 

Fifth, in regard to research and engineering: This has been our 
breakthrough year. We have realized through actual operation the 
greater efficiencies of Mail Flo, mailsters, and machines to sort. letters 
by keyboard methods. In fact, I may say that now for the first time 
we are equal to or ahead of any country in the world in the develop- 
ment of mechanized mail handling. The recognition by this commit- 
tee of the importance of a research program for the Post Office De- 
partment has been a most important factor in this development. As 





a result, we are, in my opinion, now able to capitalize on our research, 


in new production models that will pay for themselves in a few years’ 
time and continue to reduce costs in our post offices for many years to 
come. It is good business for the Government to invest in these 
machines to the limit of resources that can be made available at this 
time. I hope you will agree with the limited program that will be 
presented in detail for your consideration as part of our programed 
moderpization effort. 

The mail volume estimate on which we based our 1959 budget is 
not fully materializing, in part because of the business correction in 
fiscal 1958 and the consequent lower level of volume with which we 
entered fiscal 1959. We have taken this into consideration in pre- 
paring our 1960 budget by making reductions in our last year’s 1959 
estimates of volume and expenditures for comparative purposes. I 
am pleased to say that on the basis of analysis of our Christmas pe- 
riod experience, data on which were not available until the end of 
January, we have been able to make additional reductions in estimates 
of 1959 volume and expenditures. This has made it possible for us 
to reduce by $20 million the supplemental request for fiscal 1959 indi- 
cated in the President’s budget, required for the increase in wages 
and salaries granted by Congress last year. 

Since the 1959 comparative base has been thus reduced, we have of 
course carried the reduction forward into our 1960 operations ap- 
propriation estimate, resulting in a reduction of $20,750,000 in our 
request for this appropriation. In both years we estimate that there 
will be corresponding reductions in revenues and we have made no 
change in the respective projected deficits. 
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It could easily happen that an unanticipated change in mail volume 
‘would exceed rather than underrun our projections. In this instance, 
under the Antideficiency Act and the April 12, 1957, and January 21, 
1959, interpretations of the Comptroller General, we would be forced 
to curtail mail service prior to submitting a request to the Congress 
for supplemental operating funds. I do not believe that Congress 
intended that the mail service to the Nation be disrupted whenever 
inail volume exceeds the estimates upon which our appropriation is 
‘based. At the same time I realize the importance of preserving the 
protective concept and provision of the antideficiency legislation. 
For these reasons, we are proposing certain changes in our appropria- 
tion language which offer some protection to our patrons and which 
I hope this committee will find acceptable to meet the peculiar cir- 
cumstances in which we find ourselves. 

Mr. Chairman, our budget request for obligational authority for 
fiscal 1960 in all appropriations aggregates $3,900 million. This is 
$224 million more than our current estimate of comparable fiscal 1959 
obligations. The increase is accounted for partly by $114 million more 
in the “Operations and Transportation” appropriations reflecting 
mainly the anticipated increase of 4.3 percent in mail volume and the 
extra leap-year day. However, the increase in operating costs is at a 
lower rate than the estimated increase in mail volume, with the result 
that the total estimated operating cost per million pieces will be re- 
duced from $58,682 in 1959 to $58,196 in 1960. The balance of the 
increase lies largely in $88.5 million for the new modernization pro- 
gram and $12 million increase in our regular capital and research 
activities. We are glad to have been able to project a net reduction for 
fiscal 1960 in total personnel in headquarters and regional offices from 
the revised 1959 positions shown in the present budget presentation. 
Overall employment, which includes our inal handling employees, 
will show some increase to handle projected additional workload. 
However, with improved management controls and some small degree 
of mechanization the increase in manpower will be only 3 percent 
versus the indicated 4.3 percent mail volume increase. 

When the estimated deficit for fiscal 1960 of $350 million is com- 
pared with a currently estimated $372 million for 1959 and $721 mil- 
lion in 1958 as computed on a comparable basis, you can see that you 
and we are making progress in getting our financial affairs in order. 

My associates who, along with me, have been living with our under- 
takings and our problems are prepared to describe them to the extent 
that your committee and the Congress may require, to supplement the 
most detailed formally prepared justification data that I believe has 
ever been presented by the Department. I am confident that you will 
again give our needs the most earnest consideration. 

Now, with your permission, Mr. Chairman, the Deputy Postmaster 
General, Mr. E. O. Sessions, will make his statement. 

Mr. Gary. Mr. Sessions, we will be very glad to hear from 


you, sir. 
STATEMENT OF Deputy PosrMASTER GENERAL 


Mr. Sessions. Mr. Chairman and members of the committee, in 
my statement before the committee a year ago I reviewed briefly 
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(10) Considerable experimentation has progressed on mechanized 
devices and a number of research contracts have been let to private 
organizations to produce mechanical and electromechanical devices 
for semiautomatic and automatic mail handling. This program holds 
promise and has high priority. It should be remembered, however, 
that it takes about 5 years from original concept to delivery of a pro- 
duction item. 

(11) A contract has been let for the first turnkey post office in 
Providence, R.I. This unit will be used both as a post office and a 
processing laboratory on live mail for testing new types of postal 
equipment, and to determine operating costs and savings through the 
use of various types of automatic equipment. 

Phase JI—1959-63—encompasses our present planning and looks 
forward to future needs. Some of the projects this phase now in- 
cludes are: 

(1) Improved distribution and transportation of mail. 

(2) Intensified campaigns to obtain better cooperation from pri- 
vate and business mailers, such as increased use of postal zone numbers, 
including obtaining the cooperation of telephone companies in print- 
ing telephone books with zone numbers included with subscribers’ 
names and addresses. 

(3) Standardization of letter and other envelope sizes. 

(4) A broadened and more intensified training program for em- 
ployees and supervisors. 

(5) Improvements in mail-handling methods and procedures. 

(6) Standardization of all post-office equipment. 

(7) Initiation in 1959 of a comprehensive study of parcel-post prob- 
lems, including size and weight limitations. 

(8) Further comprehensive studies of postal rates and classes of 
mail, with special reference to effect of mechanization and transporta- 
tion changes on rates and classes. 

(9) Completion of the $2 billion modernization program, of which 
approximately $1.5 billion will be provided by private capital. 

(10) Complete mechanization of larger postal facilities. 

Our appropriation request which you have before you is geared to 
a schedule to complete this program within a 4-year period. It is a 
modest request in view of our great needs and the proven success of 
our modernization program to date. With greatly limited funds, we 
have come a long way in a few years. We know the goal, we have the 
organization, we have most of the personnel needed, we have com- 
pleted our planning, and we already have in operation enough mod- 
ernized and new facilities to show in a small way what can be done 
and what substantial reductions in cost are possible through the 
completion of our program. 

I would now like to present my new executive assistant, Mr. William 
A. Sponsler. Mr. Sponsler joined the Department on March 3 last 
year. He has proved invaluable to me and to our top staff. Prior to 
that time, he spent 8 years in various capacities in Washington and 
overseas in the foreign aid program, subsequent to 25 years as a career 
official for the Commonwealth of Pennsylvania in financial manage- 
ment and general administrative roles covering a wide field, including 
the State budget, public assistance, liquor control, real estate and 
supply procurement, building construction, and other housekeeping 
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functions. Mr. Sponsler will testify later in the hearings on the 
“Executive and administrative direction” section of our budget. 

Mr. Gary. Thank you, Mr. Sessions. 

Mr. Summerrietp. May we hear from Assistant Postmaster General 
McKibbin, Mr. Chairman ? 

Mr. Gary. Weshall be very glad to hear from him. 


STATEMENT or AssIsSTANT PosTMASTER GENERAL FOR OPERATIONS 


Mr. McKies1n. Mr. Chairman and members of the committee, 
it is a pleasure for me to appear before you again and report on our 
progress during the past year. This year has reconfirmed my convic- 
tion that our most important “product” is a good postal service for 
175 million fellow Americans. Good service must be built with an 
eye to costs. 

As the Department is presently constituted, the Bureau of Opera- 
tions is responsible for “moving today’s mail today in a businesslike 
way.” 

During the last two decades our volume of mail has increased from 
26 billion to 61 billion pieces of mail annually. There is every indica- 
tion that the growth of the mail volume will continue. We must solve 
the transportation, facilities, and supervision problems incident to 
the handling of mail because these are the three elements that have 
to be reckoned with if we are to provide a good postal service at a fair 
price. 

The transportation pattern in the United States has changed rapidly 
in the last two decades. In 1938 approximately 10,000 trains carried 
mail. Today less than 2,400 trains are available to carry a greatly 
increased volume of mail. During this period of deteriorating rail 
transportation, great strides have been made in highway and air trans- 
portation. This ever-changing transportation picture means that our 
national transportation, as well as our local transportation, must be 
tailored to meet the needs of these ever-changing conditions. 

Next day delivery in metropolitan areas means that mail from other 
points in the country must be received early enough to be processed in 
time for residential delivery. In April 1950 residential deliveries 
were cut from two deliveries to one a day. Since we no longer have 
the two-delivery “crutch” all the elements of the postal service must 
work on a timetable schedule to achieve next-day delivery. 

Because it is of primary importance that a postal installation per- 
form its particular functions accurately and on time, and because it 
is equally essential that outgoing dispatches are met, knowledgeable 
regional representatives should be in constant contact with these postal 
installations to help establish and maintain a performance timetable. 

Last spring we eliminated our operations and transportation district 
offices. These management people became regional field services offi- 
cers and mobile services officers, functioning as representatives of the 
Regional Operations Director. Their most important assignment is 
the maintenance of mail movement between metropolitan area 
installations. 

When I appeared before this committee last year, I stated that 
through regional reorganization we anticipated a reduction of 460 
people from rolls when the reorganization was completed. Our actual 
performance shows that by the end of the fiscal year 1959 we will have 
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450 less regional personnel than we had in 1958 with an annual cost 
reduction of $2,450,000. Our fiscal year 1960 budget provides for a 
turther reduction of 29 positions, or a 2-year reduction in personnel 
of 479. 

Over the past 20 years our mail volume has increased nearly 214 
times. Post offices built prior to that time to serve small communi- 
ties now are centers of large populations incapable facilitywise of 
properly handling the greatly increased volume of mail. When I 
speak of facilities I do not limit my thinking to brick and mortar but 
rather to the overall facilities for mail processing. Modern mech- 
anization can in some instances relieve an otherwise inadequate 
structure. 

The Department is making real progress in its facilities program. 
This subject will be discussed by others from the Department. I 
mention it only because facilities can make or break operational 
efficiency. 

SUPERVISION 


The problem of good supervision in our installations is with us 
always. We now have more than 530,000 employees in the postal 
service located in some 44,000 separate postal installations. The effec- 
tiveness of mail handling within these installations is directly related 
to the effectiveness of their supervision. 

Training is a continuous job because the problems to be overcome 
are many and varied. They differ by type of installation and by size 
of installation. 

If we are to have an effective training program it is essential that 
the installation management must fully understand our program ob- 
jectives. In order to bring these objectives into sharp focus, last 
August postmasters and general superintendents of mail from the 
60 largest post offices and key regional officials met with us in Wash- 
ington for a full day’s indoctrination. Both post-office and regional 
officials in attendance were enthusiastic about the meeting, because 
it did get across the objectives of the Department and the part the 
metropolitan post offices play in meeting those objectives. 

This 1-day training session accomplished two things: 

(1) It seated the idea of “moving today’s mail today in a business- 
like way” with the management of our largest mail-handling instal- 
lations. 

_ (2) It built a common ground of understanding for a proper work- 
ing relationship between these key post offices and our field services 
officers. 

This 1-day session is being followed up by a 4-man team from each 

a ne which meets periodically with the staffs of these 60 largest post 
offices to analyze their service performance and costs. 
_ Although these 60 offices handle 50 percent of the mail, it is highly 
important that the basic fundamentals of mail handling be under- 
stood by all postal installations, With this in mind, the Department 
put on a dramatized presentation before the annual conventions of 
the National Association of Postmasters and the National League of 
Postmasters. The material used was reproduced in the Postmasters 
Gazette, the official organ of the National Association of Postmasters. 
These programs have received universal acceptance by postmasters 
and are a part of the continuous long-range training program. 
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I do not know whether all you gentlemen are familiar with it, but 
this is quite a bible on the four fundamentals of good mail handling. 
It was reproduced in the Postmasters Gazette and sent out as a sup- 
plement to the Postmasters Gazette. 

The efficiency achieved in handling the 1958 Christmas mail can, I 
believe, be attributed in no small part to the knowledge and enthu- 
siasm gained at these training sessions, 

Although the Christmas season has always been considered as the 
big annual challenge, it is equally important that we plan the orderly 
movement of mail throughout the year. 


METROPOLITAN PLAN 


A metropolitan area is defined for postal purposes as a group of 
postal facilities serving a major marketing center. The size of a 
metropolitan area is controlled by the time required for these separate 
postal installations to make up and exchange mail with every other 
postal unit in the area. This exchange must be accomplished on a 
predetermined schedule, thus assuring next day delivery of all mail 
within the area. 

For some time we have been working on a plan to improve the 
preferential mail service in the Greater New York area. On August 
21, 1958, General Summerfield announced a program designed to give 
next-day delivery to all preferential mail posted by 5 p.m. within the 
New York metropolitan area. This includes 27 counties in New York, 
upper New Jersey, and Fairfield County, Conn. This area covers 
more than 10,000 square miles, where 1,300 installations serve the 
postal needs of 16 million Americans. Our present records indicate 
that over 90 percent of the letters mailed at 5 p.m. are being given 
next-day delivery. We will not be satisfied until this performance 
approaches the 100 percent mark. Our present performance, however, 
is a newsworthy improvement in our metropolitan mail service be- 
cause no such performance has been approached, let alone equaled, 
since the discontinuance of two deliveries a day in April 1950. 

With the New York experience behind us, we moved into the 
Greater Washington area covering approximately 6,000 square miles 
and inhabited by 2 million persons. As of today, next-day delivery 
in the Washington metropolitan area is 98 percent effective. This 
program involves the processing of mail in 241 separate postal instal- 
lations and timetable movement of mail between these post offices. 
A breakdown at any point will result in failure to give next-day 
delivery. 

During calendar year 1958, 19 metropolitan areas in the United 
States were activated : 


Albany, N.Y. Houston, Tex. Sacramento, Calif. 
Atlanta, Ga. Tos Angeles, Calif. San Diego, Calif. 
Baltimore, Md. Minneapolis, Minn. San Francisco, Calif. 
Birmingham, Ala. New York, N.Y. Washington, D.C. 
Cincinnati, Ohio Philadelphia, Pa. Wichita, Kans. 
Denver, Colo. Portland, Oreg. 

Detroit, Mich. Saint Louis, Mo. 


More than 58 million Americans live within these 19 metropolitan 
areas. Based on tests conducted prior to the activation of these metro- 
politan areas, a high percentage of mail tested required 2 or 3 days to 
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Christmas season we have made savings that will offset the fiscal year 


1959 cost of the service improvements made through December 31, 
1958. 

Because of the various improvements in mail-handling techniques 
that I have mentioned and others such as the city delivery mechaniza- 
tion program, our 1960 budget request reflects improved efficiency. 
For instance, it shows an increase of only 3.3 percent in clerical man- 
hours and only a 3.5 percent increase in city carrier employment for 
an estimated workload increase of 4.3 percent. 

The budget presented for the “Operations” appropriation has been 
carefully restricted to the actual needs of the service. It has been made 
up in a businesslike way. I sincerely believe that a program such as 
outlined today, embracing both service improvements and improved 
operating efficiency, is good for the public and therefore will reflect 
credit upon this committee. Members of my staff and I will be avail- 
able to answer any questions the committee may wish to ask. 

Mr. Summerrievp. Mr. Chairman, I would liketo have the Assistant 
Postmaster General, George Siedle, proceed with his statement. 

Mr. Gary. Very well, Mr. Siedle. 


STATEMENT or AssIsSTANT PostTMASTER GENERAL FOR TRANSPORTATION 


Mr. Streptz. Mr. Chairman and members of the committee, progress 
in the combination use of all surface transportation media, under a 
concept of coordinated transportation, is encouraging. The object is 
to develop a substitute for the discontinued passenger train. In 
past years, I commented on our activity in urging that railroads attain 
this goal by consolidating mail traffic with other similar traffic such 
as express and small-lot freight. This concentration of volume is 


economically essential to the establishment of special high-speed 


freight or “merchandise” trains, scheduled at hours most suitable for 
movement of this type of traffic, and coordinated with highway car- 
riers. Much remains to be done however, before substantial improve- 
ment can be reported. 

The difficult transportation situation, as reported to you in previous 
years, still prevails. Confronting us are: 1, the railroad industry’s 
efforts to bring their operations into sound economic operation which 
leads to reducing available mail schedules; 2, restrictions that prevent 
most effective use of all modes of transportation. 

With 66 percent of our transportation expenditures being for rail 
in fiscal year 1960, it is apparent that we continue to depend heavily 
on the railroads for much of our transportation. 

The available number of passenger trains carrying mail has con- 
tinued to decline. For example, during the past year, mail-carrying 
passenger trains were withdrawn from service at the rate of approxi- 
mately one each business day. Schedules and performance of many of 
those remaining no longer fit our needs, especially for movement of Jet- 
ter mail. It is our hone that the ICC rate increase, amounting to $48 
million annually in additional mail pay to the railroads, will lead to 
more of them providing adequate substitute service for mail, replacing 
the withdrawn passenger train. 

While the airlines generally have performed well, there have been 
delays due to air-traffic conditions, terminal congestion, or other causes. 
Transportation delays impair service to patrons and add to postal 
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costs. For example, delayed arrival of mails at post offices can mean 
unemployed manpower waiting to process the mail, and overtime pay- 
ments to postal clerks working on trains and highway post offices. 

Although we have the statutory right to fine carriers, we do so re- 
luctantly, and mainly when the offense is flagrant or repetitious. Even 
then fines do not always produce the desired results. 

On the brighter side, we find encouragement in the increasingly fa- 
vorable response of more railroads to our pleas for relief from the 
problems inherent in our sole reliance upon passenger trains. Some 
are installing substitute service, such as trains operated exclusively for 
mail, express, and small freight shipments. One major eastern rail- 
road in particular is planning this type of service on a broad scale in 
an operation geared to our needs, and which will speed mail to many 
points no longer adequately served by passenger trains. 

Also employed currently, and with plans for continuous expansion, 
is the combination highway-rail-highway service performed with vans 
which serve alternately on rail or highway, transferable with ease in 
a matter of minutes from rail-car chassis to highway tractor-trailer 
chassis and vice versa. Impressed by the showing, several railroads 
are adopting this type of operation with promises of improved mail 
service becoming an integral part of the operation. 

Noteworthy is the increasing interest and support of groups of ship- 
pers throughout the country to our suggestion for a coordinated serv- 
ice as a solution of the mail-transportation problem. Such service 
would be of help to them in bringing about better transportation of all 
small-package shipments. 

To keep pace with advanced techniques in mechanization and auto- 
mation being employed, many experiments in the handling of mail in 
transit are being conducted, on the conviction that intercity transpor- 
tation of mail must and can be improved along with improvements in 
handling and distribution of mail in post offices and terminals. 

In final stages are experimental operations testing the relative 
merits of nylon and cotton-fabric mail sacks, as well as disposable 
paper sacks. We are also exploring and testing the use of larger con- 
tainers of various types for more efficient and economical volume 
movements. Included are pallets as well as cargo and van-type con- 
tainers, made of aluminum, steel, and other materials. Experimental 
operations are being conducted jointly with the manufacturing and 
carrier industries to test container adaptability to the handling, dis- 
tribution, loading, and unloading operations peculiar to mail transpor- 
tation. The goal is for appropriate types of containers that will lead 
to reductions in the number of handlings now required when sacks 
alone are used, thus lowering costs, and improving service. 

A nationwide postal-transportation study, the first since 1921, is 
now being conducted by the Department which will contain conclu- 
sions and recommendations to assist in charting the course for the 
next 5- and 10-year periods. The study is also giving consideration 
to present conditions and how these can be improved at this time. It 
will establish factual bases and practical plans for the utilization of 
various means of transportation by the Post Office Department, to 
assure that the postal service continues to meet satisfactorily the 
changing postal needs of the Nation. This will be based on local, 
area, interarea, national, and international needs. 
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AN lasses and-types of mail aré' being? given consideration. “Phe 
means of' tratisportation to be recommended will be that bestiswited to 
accomprith the Department's set'vide objectives.” <2!10'9 In teog oF elas 
The initial objective of the transportation study’ is'to find economic 
andefficient' ways to provide next-day delivery’ for first-class mail, 
whenever practicable, and to improve’ the service/and dependability 

of délivery for all other classes. ofimaih 0 ov die caro aft 1 
In air transportation, larger size of! the ‘jetplanes,: and frequency 
and times of départure are important new factors to°évdluate' min: 
provinig'service! Eucouraging is the cooperation being received from 
theair-transport industry in’ plannitig-for' the advent -of jet ‘equip: 
Misid 2f Wiss Of DLO 





tient'insofar as it will affect mail gervites 108 4 ag] 

‘As' to international mail, ‘considerable ‘progress ‘has-been’ made ‘in 
matters associated with the Universal Postal Union. ‘Phe newly ‘cre: 
ated ‘Administrative Committee, of which’ wears President; held a 
successful | first meeting, organizing the work ‘for ‘the developmiént 
and interchange’ of valuable postal information ' on! operations, eco 
nomics, and ‘technology.’ Meanwhile; with ovr Canadian neighbors 
and’ with the British, ‘more’specifid understindings ‘were reached for 
joint cooperative efforts:in the developtient of technoldégieal improve: 
ments in mail operations! \i0)0 91! T To Pisc Leree i 6 riteioged 99LT te 

(International ‘steamship mail-transportation rates have’ beet /high- 
lighted by a suit filed by one carrier in the Gourt of Claims.!' This 
seeks additional compensation ‘for the! transportation “of émpty mail 
sacks, for computing the gross ‘rather than’ taré' weight of ‘the! sit: 
bound mail, and for cartage from post offide to |pier: ‘The!-elaiin 
amounts to approximately $450,000.» We are'defending on theerouhds 
thatthe! level’ of ‘the overall rate prescribed inchides ‘reasonable cont 
pensation for these itenis)0i i917 1600 9:17 10 -botonbitoo eited oth Mees) 

‘\ Fhe'steamship industry generally ‘as repeatedly stressed the'nedd 
for increased: compensation totratisport interriatibrial hail. 2 (A! pro: 
posal''to do so: at the: Universal | Postal Union’ Gongréss of ‘Ottawa 
failed: by a’narrow margin and willbe given fitther consideritivi 
at‘a Universal Postal Union'subeommittes mesting thig May in Berit! 
» Overall, I believe there ‘is a Wealtly of transportation service. “How! 
ever, to capitalize effectively! on’ thiswe! should be!in' a position to’ ase 
that which’ is most expeditidus !for ¢ach class of malt, and! at ‘Mites 
équitable:for the postal service andthe éarridrg) “iiiod 16 emoitietogo 

-(Mr. Gary: Thank you, MrSiddle: MENG TIOD Jeot oj 291 tess ‘T9STTS9 
“Mr Sum™errtenp. ‘Mri Chairman; may we iow Kear from Agsisthiit 
Postiiaster General Gillette ‘from ths Hires éf Winwettie.>* Se ' nae 
enone “ote bettie wow egatbard to redmga oft ot anoijosbot o3 

_ STaTEMEN? OF'9A SSIBTANT! (Posteaserr: ‘Geninan fon Finan Ge!» 
af $COT annie tert odt wvbute nonntroqenst-Iateog sbivraortsa Ss. 
-)Mr.-Gatinrre.||Mr.,Chaarman, imerder,to gitvemy icolleagues| who 
will not be here, through.all these -hearings, more: time, and, since IE 
intend,to be here, with you through all bf thediearings,I would bé gtad 
$9 submit-my statement fordthe.recotd avithout readibgoit ifyou 96 
Hesinda .sifity sift tot aust [soijoniq bas ascend [sutost deildstes [lta 
o} Mx, Gary. I ithinkcit would be better to:go.qhead) and zead it fori the 
benefit of the committee so the: committee will have the!wholé) pietare 
before it, heend od (lier on tT WilarivA adit to absor [gte20q oaresneno 

Mr. Giterte. I hay@emedxteridedistatement toanake on the budget 
tomorrow and I did not want to bore you. ” 
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Mr. Gary. I think it will be better for you to read your statement. 

Mr. Gittetre. Mr. Chairman and members of the committee, the 
Bureau of Finance is responsible for the fiscal affairs of the Post Office 
Department, including “Budget,” “Accounting,” “Cost analysis,” 
“Rates,” “Money orders,” and “Financial systems and procedures.” 
I will cover this area in my statement today. Then, at the openin 
of your consideration of the budget in detail, I will present a genera 
analysis of our budget request and our overall financial position. 

The past year saw the achievement of two major legislative steps 
in our program for better financial management in the post office. 
These were embodied in Public Law 85-426, approved May 27, 1958, 
and consisted of title I, cited as the “Postal Policy Act of 1958,” and 
title II, cited as the “Postal Rate Increase Act, 1958.” While both of 
these titles left something to be desired from the point of view strictly 
of postal administration they represent milestones of historic im- 
portance to the postal service. 

The Postal Policy Act contains findings by the Congress with re- 
spect to the postal establishment and its operations, a declaration of 
policy, identification of “public services” rendered by the post office 
with provision for appropriations to cover losses from such services, 
and a requirement for studies and reports by the Postmaster General 
directed toward the continuing implementation of the Postal Policy 
Act. The declaration of policy prescribes general principles and 
standards to provide a more stable basis for the postal-rate structure 
and provides for the adjustment of postal rates from time to time. 
A major principle is that postal rates and fees shall be adjusted as 
may be required to produce postal revenues in amounts approximately 
equal to the total cost of operating the postal establishment, less the 
amount deemed attributable to the performance of public services as 
determined by the appropriation act. I shall discuss this matter of 
“public services” in some detail when we come to that in our budget 
justification. 

The Postal Rate Increase Act adjusts virtually every major postal 
rate for first-, second-, and third-class mail matter. Most of the rates 
became effective August 1, 1958, others on January 1, 1959. In the 
case of second- and third-class mail, certain additional increases become 
effective at later dates, running in some instances to January 1, 1961. 
It is estimated that the additional revenue produced by this legislation 
will amount to $463 million for fiscal 1959 and $550 million for fiscal 
1960. 

The Postal Rate Increase Act also repealed the provision of law 
which prohibited the inclusion of civil service retirement contribu- 
tions in cost for ratemaking purposes. It also amended the Supple- 
mental Appropriation Act, 1951, to permit a 4 percent leeway either 
way in covering the cost of fourth-class mail with revenues. Since 
this legislation was enacted, the Department has revised its proposed 
schedule of rates for fourth-class mail to cover all of the recently 
added costs—wage increases, tailroad-rate increases, and civil service 
retirement. Revised schedules were filed with the Interstate Com- 
merce Commission for approval on November 28, 1958. It is moped 
that they can become effective not later than July 1, 1959, and addi- 
tional revenue in the amount of $88.8 million from this source has been 
included in the 1960 budget estimates. Adjustments have also been 
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made in international postage rates which will produce an estimated 
$5.6 million in additional revenue in 1960. ; 

Our progress in improving the measurement of mail workload is 
continuing. Last year a uniform system for reporting work units in 
the more than 1,000 largest post offices and PTS stationary installa- 
tions was inaugurated. This system is a valuable aid in the manage- 
ment of those installations in controlling manpower expenditure. 

Great emphasis was placed on developing efiective reporting sys- 
tems for postal management. Monthly operating reports were de- 
veloped and installed at the 60 major post offices which handle nearly 
50 percent of the Nation’s mail. These reports were also extended 
to cover PTS stationary installations and mobile units. To assure 
effective utilization of these reports, regional controllers and members 
of their staffs have made many visits to these larger post offices for 
the purpose of training the chief accountants and their statis. 

We are proceeding with our program for fixed property inventory 
and accounting which is required by Public Law 863, 84th Congress. 
The first phase of this program has been completed. This involved 
the development of test procedures and the taking of 30 pilot inven- 
tories of personal property at. representative oflices.in Virginia, Geor- 
gia, and Tennessee. These results will be evaluated and further tests 
made prior to the adoption of uniform procedures and the taking of 
inventories at all offices. 

Beginning October 18, 1958, the Post Office Department, in coopera- 
tion with the airlines, inaugurated weckly or, in some instaiices, bi- 
weekly settlements by regional controllers for airmail originating in 
each region. The system is presently installed for 12 carriers with 
the expectation that it can be adopted ultimately for the payment of 
all air carriers. 

A similar approach has been made to the payment of transportation 
charges to the railroads. At the present time we have made agree- 
ments with two major railroads for the presentation and payment of 
their bills on a weekly basis. We expect to use this experience as a 
prototype for adoption by other railroads. These weekly settlements 
simplify auditing and accounting and expedite settlement. I might 
say parenthetically, Mr. Chairman, that at one time the railroad 
billings were about a year behind in being settled, and now they are 
about up to date. 

New procedures have been developed for the processing of foreign 
airmail dispatch documents. Al] detail and summary information on 
each dispatch is now punched into a tape for automatic conversion to 
punchcards for the data processing machines at airmail facilities. 
This system has proved very beneficial in the submission of better 
— and as an aid in the settlement of accounts. 

ajor airlines performing international airmail service now com- 
pute air-transportation charges on the basis of average route dis- 
tances between scheduled air stop points instead of by individual 


flight operation. This simplifies:the preparation and settlement of 


claims for foreign airmail transportation. 

A revised and simplified procedure for the reporting of inter- 
national parcel post was installed July 1, 1958. Under this system 
each international exchange office reports directly to headquarters on 
international parcel dispatches instead of through coding offices, elim- 
inating the necessity for coding and machine listing of parcel bills. 
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This provides more quickly the data needed for the settlement of these 
international accounts. 

We are continuing our effort to reduce the use of local forms in 
post offices. To date, this program has resulted in the discontinuance 
of 25,000 of these local forms without replacement or by replacement 
with existing official forms. Incidentally, these official forms number 
about 5,000. We have 800 local forms still under review as to their 
necessity. In order to assure a permanent program for the control 
of local forms, we have established committees in post offices and 
regions, working under headquarters forms management policies and 
guidance, to constantly examine the need for use of local forms. We 
feel that this will prevent a recurrence of the situation we have sought 
to correct. 

In cooperation with the Bureau of Customs, a simplified punched- 
card procedure was installed in October 1958 to eliminate daily remit- 
tances by our postmasters to various customs ports of entry. Each 
regional controller will issue one check to the Director of Customs 
at New York, each accounting period, that is instead of each day, to 
cover the total collections for his region. This procedure has sub- 
stantially reduced the number of checks being issued and has im- 
proved internal control. 

I am very pleased to report that the work at the money-order 
center in Kansas City is now current. You will recall that when this 
center was set up in 1955 for processing all paid money orders, it 
inherited a tremendous backlog of accumulated work from the former 
area accounting offices. The elimination of this backlog has per- 
mitted us to curtail overtime and we are reducing the number of per- 
sonnel, as shown in our budget submission. 

We are continuing our work in extending the application of statis- 
tical sampling techniques and quality control methods as a more eco- 
nomical means for obtaining certain types of necessary operating 
data. This is a field that holds much promise, particularly with the 
large volume of data that the Post Office Department must develop 
in order to measure and control its operating results. This covers 
in very highlight form the principal achievements in the finance area 
during the year. 

More detailed statements of the Department’s progress in improv- 
ing its financial management procedures appear in the 10th Annual 
Progress Report on the Joint Program to Improve Accounting in 
the Federal Goverment, released jointly on January 9, 1959, by the 
Secretary of the Treasury, the Director of the Bureau of the Budget, 
and the Comptroller General (pp. 102 through 111). Details also 
appear in the 1958 Annual Report of the Comptroller General sub- 
mitted to the Congress on December 26, 1958 (pp. 169 through 174). 


REPORT ON JOINT PROGRAM TO IMPROVE ACCOUNTING 


Mr. Chairman, I have here, if you should care to insert it in the 
record, the comment in the 10th Annual Progress Report Under the 
Joint Program to Improve Accounting in the Federal Government, 
which gives a summary of financial procedure progress during the 
year. I shall be happy to submit it for inclusion in the record at 
this time. It is about four pages. It is a report made by the Secre- 
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tary of the Treasury, the Director of the Bureau of the Budget, and 
the Comptroller General. 

Mr. Gary. Without objection, we will insert it at this point in the 
record, 

(The matter referred to follows:) 


Post OFFICE DEPARTMENT 


Fiscal year 1958 marked an important turning point in the financial manage- 
ment history of the Post Office Department. The passage of Public Law 85-426, 
establshing new postal rate policy; the important progress made in developing, 
sharpening, and refining the necessary financial management tools; and the 
further advances made in the planned application of electronic data processing 
are contributing greatly to improved administration and attainment of manage- 
ment’s objective of better service at lower cost. 


FINANCIAL POLICY 


The most significant development in financial management of the Post Office 
Department was the enactment of Public Law 85-426 (72 Stat. 134-147) on 
May 27, 1958, which makes possible the Department’s determination to restore 
fiscal soundness to postal operations. The act sets forth for the first time a 
comprehensive statement of postal policy which provides that postal rates and 
fees shall be adjusted from time to time as may be required to produce revenue 
equal to the total cost of operating the Postal Establishment, minus the amount 
attributable to performing certain public service items which are enumerated 
in the act. 

The act also provides that the Postmaster General shall submit a report to 
Congress every 2 years on the financial status of the Post Office Department and 
the need for adjusting postal rates and fees. In addition, this act provides 
for postal rate increases in first-class and airmail, second- and third-class mail, 
and controlled circulation publications and books. The weight limit on third- 
class mail has been increased up to but not including 16 ounces; formerly, this 
weight limit was 8 ounces. 

The achievement of a more realistic rate structure, the adoption of a stated 
policy for maintaining the postal operation on an essentially break-even basis, 
and the statutory identification of public service activities for exclusion from 
the rate base mark a historic step forward in the history of the Post Office De- 
partment. The amount of public service costs to be excluded from the rate 
base, under the act, is to be determined annually by the Congress by providing 
an appropriation specifically for this purpose. Properly administered and sup- 
ported by future Congresses, the policy provisions of Public Law 85-426 should 
greatly reduce the heavy annual deficits incurred by the Department. 


PROPERTY ACCOUNTING 


During fiscal year 1958, the groundwork was laid for accomplishing one of 
the principal remaining financial improvement programs: the establishment 
of accounting control over property as required under Public Law 863. A prop- 
erty accounting program has been developed for the installation and continued 
recording of capital property of the Post Office Department. Instructions have 
been developed for taking initial physical inventories in three regions. A Prop- 
erty Accounting Manual,” a “Property Record Unit Catalog,” a “Pictorial Prop- 
erty Catalog,” a “Standard Pricing List For Initial Inventory Pricing,” and 
related property forms have been prepared. As presently envisioned, this pro- 
gram will extend over a period of approximately 5 years. The 10 pilot in- 
ventories at various size post offices will be taken during September and October 
1958 in Virginia, Georgia, and Tennessee to determine the one best method and 
the relative cost in the three States. Inventories are to be completed in all 
installations in these three States by June 1959. Inventories in the other States 
and Territories will then follow. Depreciation rates and reserves will be de- 
veloped after inventories are completed. 

This program is being developed with the cooperation and assistance of rep- 
resentatives of the Bureau of the Budget, the General Accounting Office, and the 
General Services Administration. 
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MORE EFFECTIVE REPORTING SYSTEMS 


Much progress was made in providing postal management at all levels with 
more useful, accurate, timely, and economical reporting for control, decision- 
making, and action-taking purposes. Studies were made to convert the prepara- 
tion of reports from manual to mechanized means to save considerable clerical 
time and issue reports more promptly. At headquarters, there has been a 
marked improvement in the scheduling and coordination of the reports prepara- 
tion functions. Under normal circumstances the national financial and operating 
reports are completed approximately 15 working days after the close of the 
reporting period. These cover the activities of the entire Postal Establishment 
throughout the United States and its possessions. Further improvements have 
been made in the format and content of regional operating statements which are 
prepared each accounting period. Greater emphasis on workload and man-hour 
data and expanded charting of trend information for the 13 accounting periods 
increase the value of these reports to management officials. 

The initial step toward establishing a progressive reports management program 
in regional offices was launched by instituting formal programs in the Denver 
and New York regions. Under this program, local reports committees were 
organized for the periodic review and evaluation of reports generated at the 
regional level. The experience gained in these pilot offices will aid in 
establishing more effective reports management programs in all regions. 

A specially selected Interbureau Reports Survey Committee, under the direction 
of the Assistant Postmaster General for Finance, made a comprehensive review 
and analysis of the Department’s recurring reports. The committee after critic- 
ally examining 566 recurring reports, recommended that approximately 45 
percent be eliminated and that about 20 percent be revised to provide more 
effective management reporting intelligence. When fully implemented, the 
committee’s findings will vastly aid in streamlining and simplifying the report- 
ing requirements of the Department, and will effect significant man-hour 
savings. 

The Post Office Department has worked in close cooperation with other in- 
terested agencies in eliminating separate special reports. It has modified its 
internal reporting requirements wherever possible to satisfy not only its 
own operating requirements but also those of the Treasury Department, Bureau 
of the Budget, and the Congress. 

The method of reporting monthly employment statistics was changed to the 
basis of employees paid instead of employees on the rolls. Also, effective 
March 13, 1958, the manual system of reporting employment was eliminated. 
The new mechanized procedures will provide more accurate data for management, 
the Civil Service Commission, other governmental agencies, and congressional 
committees. 

Simplification of motor vehicle accounting and reporting procedures, particu- 
larly accounting by groups of vehicles rather than by individual vehicles which 
has been adopted since June 30, 1957, has resulted in reductions in accounting 
staff and at the same time has provided staff to handle recordkeeping for an 
expanding vehicle fleet. 

The preparation of national summary reports on work performance standards 
was decentralized from headquarters to regional controller offices. This action 
creates a more direct working relationship between the larger mail handling 
postal installations under the work measurement program and regional offices. 
It assures earlier reporting to regional management levels of pertinent informa- 
tion on an accounting period basis by each installation. 


ELECTRONIC PAYROLL PROCESSING EXTENDED 


Based on the successful programing of magnetic drum electronic data pro- 
cessing equipment to process payroll and leave and other accounting functions 
at the Washington regional office, similar installations were provided at Dallas, 
Atlanta, Cincinnati, and Philadelphia regions. The new procedures and equip- 
ment not only produce more accurate and timely financial data but important 
byproduct information is being extracted for use in connection with the man- 
power control at postal installations. 
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DOMESTIC AIR TRANSPORTATION ACCOUNTING 


Joint studies were conducted with the individual airlines to simplify settle- 
ment procedures. Airmail bills are being settled within 20 days after receipt com- 
pared with 30 days a year ago. Asa result the Post Office Department, in co- 
operation with the air industry, will conduct pilot tests with several air carriers, 
effective October 18, 1958, for weekly settlements by each regional controller for 
airmail originating in his region. When implemented on an industrywide basis 
this plan will provide accurate accruals and statistics for traffic flow. 


RAILROAD TRANSPORTATION ACCOUNTING AND RATES 


Effective September 1, 1957, the southern railroads adopted ‘space used” 
as the basis for determining payment for all mail transportation service instead 
of “space authorized” to simplify recording and processing of claims and provide 
a more equitable base for payment of services used thus relating transportation 
costs directly to the services purchased. Subsequently, the Interstate Commerce 
Commission authorized “space used” basis for eastern railroads, effective Oc- 
tober 1, 1958. These changes have resulted in substantial savings in trans- 
portation costs. 

A task force was formed, composed of representatives of the Post Office De- 
partment and one major railroad to further improve rail mail claim accounting 
procedures by reducing volume of paperwork; expediting payment of claims; 
and simplifying accounting procedure. The task force report has been approved 
and two major railroads will install the simplified procedures and claims will 
be paid weekly on a 2-week lag basis on October 1, 1958. 

New and revised procedures were developed for authorizing and paying for 
RPO (Railway Post Offices) services rendered, effective September 1, 1958, 
Carriers will be paid on a 4-week postal accounting period basis, instead of 
monthly. Carrier billings and monthly RPO authorizations will be eliminated. 


ACCOUNTING FOR INTERNATIONAL MAIL 


Plans have been formulated for processing foreign airmail dispatch docu- 
ments by modern data processing machines at airmail facilities. All detail 
and summary information on each dispatch document will be punched into a 
tape for automatic conversion to puncheards. This plan has been designed 
to provide more accurate and timely obligations, settlements, and statistical 
data. The new procedures are scheduled for installation early in fiscal year 
1959. 

Major U.S. airlines performing international airmail service have tentatively 
agreed to compute air transportation charges on the basis of average route dis- 
tances between scheduled air stop points instead of by individual flight operation. 
This change in procedure will simplify the preparation and settlement of claims 
for foreign airmail transportation. All U.S. international air carriers are ex- 
pected to adopt the average distance basis early in fiscal year 1959. 

A revised and simplified procedure has been developed and will be installed 
July 1, 1958, for proceessing and settling international parcel post billings. These 
procedures provide for direct reporting by the international exchange offices to 
headquarters on international parcel dispatches instead of through coding 
offices. They also eliminate the necessity for coding and machine listing of 
parcel bills, and provide more timely data for use in settling these international 
accounts, 

FOREIGN EXCHANGE TRANSACTIONS 


The purchase function related to foreign exchange, formerly performed by 
the postmaster at New York City, was transferred to the regional controller 
at New York, N.Y., effective February 8, 1958. Concurrent with the transfer, im- 
proved procedures were developed and installed providing better control of 
foreign exchange transactions, reducing paperwork, and effecting savings in 
clerical hours used. 

INTERNATIONAL REPLY COUPONS 


Effective January 10, 1958, a revised procedure was installed which requires 
postmasters to submit to regional controller offices redeemed international reply 
coupons issued in foreign countries. Formerly, these documents were handled 
by headquarters. This change is in accordance with the decentralization pro- 
gram and provides more effective control through regional controllers. 
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A new proceduré “was ‘develope! for distributing international reply coupons 
in accordance with departmental policy to relieye postmasters of functions un- 
related’ to ‘thé. primary responsibility of ‘mall ‘handling: “The ‘distribution: of 
international my coupons funttion was ‘transferred ‘front the’ nostiiiaster ‘at 
Washington to the postal agent 'at the drea Supply’ center int Wash: ton. — 

és ee “CUSTOMS COLLECTIONS AND PAYMENTS: se ico adem 

In cooperation! with the! Bureau’ of: Custonis,; a simplified punelied’ card pro- 
cedure has been developed to eliminate daily remittances by postmasters to 
various customs’ ports of entry. ‘Under 'the' proposed procedure, each regional 
controller will issue one check to the collector of ¢ustoms. at New York,.each 
accounting period, to cover the’ total ‘Collections ‘for the région.” It is ‘expected 
‘that the prdcwaties’ will be in fall operation éarty ‘in fistal year 1959, ~ ‘The imple- 
inentation ‘of these new pro¢edurés will’ eliminate! approximately 400,000 post- 
master’ checks “being ‘issued and improve’ internal ‘control ‘within’ the /Pdstal 
‘Establishment. ‘The system ‘alike’ provides ‘the Buréau bf Customs with i method 
for adéruing ihcdtie dn the’ mail entribs and furnishing actual accounting control 
over amounts dte and ¢bllections made. * aes Bi: 


5.2) -Phneratitngs aay ACCOUNTABLE PAPER PROCEDURES krMProeinp 7710" OO" 
: -(Mifteective Suly (1, 1957; new procedures ‘were instituted whereby! postmasters 
began requisitioning ‘bulk stamp Jots direct from the Bureau of Pngraving and 
(Printing; bypassing’ headquarters.’ This représetity ohé “of the’ streanilining 
procedures instituted to actelérdte processing “of! orders’ and ‘reduce ‘paperwork. 
In cooperation:with\the Bureau of Dngraving and Printing; procediirés are béing 
deveéloped»for the- mechanization of ‘the entire stamp 6rder processing! ‘billing, 
‘and énveritory control system! DPhesé new procédurés will ‘he installed iw fiscal 
pear f8500 96 Wiv anoitesitodtun OPH widtaonr bas aexaitlid taitie) nmiuiine 
Mechanized procedures for processing plain stamped envelope orders were 
developed and installed)’ This'change provides ‘substantially uniform proces- 
sing of printed and plain stamp enyelope orders and permits verfication of post- 
masters’! accountability for these itéms by mechanical’ means, thus ‘facilitating 
‘the andit process. ee ee ay see seile crm 
‘ Arevised' protedtrée Was 'déVeloped ‘for ‘handling’ redeemed’ and’ unsalable 
Stamp ’stotk.’ Instead of returning such stock to, the regional distributing office 
‘for ‘credit, it'is now destroyed unter the supervision of a destruction cammittee 
ns Sa fos Es i eek sais 
The Department continued its progress in establishing agreements with other 
Governtient Agencies'to sitiplify reimbursement for the cost’ of handling’ penalty 
aechictae ee aie yeit agreements were made with ‘five’ Maditional 
agenc Ny Hee | + /7ib) } t4) p> pie-ii Dhabas i ” "9 ' a 


UTIs Gil 


ie) Oo getehpey | Post ‘OFFICE CONTROLLERS AIP PROGRAM 
Importan€ strides: were ‘mude! in extending the ‘controlership Fanctioris to the 
larger post Offices. ‘This programis especially significant) because ‘itis At/the 
Jargé first-class) offices ‘that:a majority of the’ éxpensés*ate incurred: | A éhiéf 
quceouiita nts hdndhdok wias' developed’ dil! Placed i wse At! all Prost offides’ with 
annual receipts of $1: :milion-and ‘over, A natiofidl and résional conference of 
‘post: Office chief accountants: was held. These’ iheetings' proved: sueédssfal and 
have’ contributed! toa better’ mderstanding ‘of modern dontrollership | functions 
at the post office levels. ESOS) 
; 2 POSPAL SAVINGS 605100 


4 Although legislative steps'(were begun ‘to | discontinue ‘the Postal! Savings 
‘System; certain: impréoveménts “in' procedures’ were rhade:” The funéetions per- 
taining to ‘the! protection) ‘control, and! accounting ‘for ‘funds in qualified’ Hanks, 
‘on behalf of the! Boatd’/of ‘Trustees! of! the Postal Sh vitigs’ Systéin; Were 'traiis- 
ferred ifvom:thit Division:ofosta) Funds to tevional vontrolers.' Fo aid regional 
controllers in the discharge of their functions a postal saving8 handbovk (F291) 
was developed and issued “0% }0) C190 AA COITA CHAT ZS 


. HAN - TE og 
asiinpes devidw beilsteai znw ber eo G 2cer OF visoast svitjostil 


vPechnich) prevediralohandbooks’ have tbeen ‘developed f6¥ fost regional’ 'cor- 
troNer!functions!>:Continted emphasis is being placéal%6n! itiproving “and! ré- 
viking handbooks ay better! hethods ‘and provedures die dé¥dloped aid’ tested.“ 


pristioitoos [saoiget mguo1d? lotiao. svitosfie atom 2sbive1g bas ats 
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PAPERWORK AND RECORDS MANAGEMENT 


Drastic reduction in the number of post office local forms was effected during 
fiscal year 1958. Post office officials studied over 25,000 forms used in mail 
handling, personnel, and financial activities. Local forms not eliminated were 
then reviewed by regional offices and headquarters. To date, over 22,000 of 
these local forms have been replaced by existing official forms or discontinued 
without replacement. The remaining 3,000 are still being reviewed and will 
soon be eliminated or replaced. Thus, the Department is reaching its ultimate 
objective of eliminating all local unauthorized forms in all post offices. This 
program has not only resulted in the discontinuance of these 22,000 forms but 
also has eliminated unnecessary work, since over 11,000 of these forms and 
their related procedures were discontinued without replacement. Post office 
local forms used in other activities are being or will be similarly reviewed. 

An initial handbook was developed and issued in August 1957 which provides 
for the retention and disposal periods for all records in post offices. The reten- 
tion and disposition schedules have been revised and a forms index has been 
developed in order to facilitate implementation by postmasters. 

A uniform filing guide was developed to provide simplified filing of records by 
“Postal Manual” headings. A letterhead and envelope catalog was developed 
and published containing facsimile reproductions. It also furnishes usage and 
ordering information. 

OTHER IMPROVEMENTS 


A new all-purpose Treasury check was adopted for all disbursements made by 
regional controllers. Also, new 4-digit symbols were assigned to the accounts 
of each assistant disbursing officer in the regional offices. This action was part 
of the Government-wide program to facilitate the new central reconciliation 
in the Treasury. 

Procedures were issued in connection with the decentralization of General 
Services Administration procurement functions and payments at regional con- 
troller offices where supply centers are located. Also, payment of invoices for 
rentals of electrical accounting machines were decentralized to regional con- 
trollers, effective January 11, 1958. 

Uniform minimum accounting requirements were developed and issued for em- 
ployee cafeterias operated by committee in Federal and leased buildings under 
control of the Post Office Department. 


INTERNAL AUDIT 


Effective August 1, 1957, the Division of Internal Audit was transferred from 
the Bureau of Finance to the Bureau of Chief Postal Inspector, thus centralizing 
in one bureau all investigative and audit functions and strengthening internal 
control. 

STATISTICS PROGRAM 


Further progress was made in developing and installing quality control chart 
techniques, industrial-type sampling, and other statistical techniques and meas- 
urements to provide reliable information and statistics for planning and opera- 
tional purposes. For example, statistical sampling was used for collecting data 
needed in railway mail pay cases. A bin test sampling plan provided data for 
determining payments of railroad storage services. Third- and fourth-class post 
offices designated for cost ascertainment reporting were selected by random 
sampling methods. An experimental plan was designed for collecting statistics 
of incoming foreign mail. 

Emphasis on a more accurate mail volume count created a need for local con- 
version factors to translate gross measurements of mail volume (sacks, pouches, 
etc.) to pieces of mail. A system is being prepared for editing mail volume data 
to improve accuracy. Directives are being drafted to the regional offices for 
installing scientific random sampling methods and control charts for continued 
quality assurance. 

A method for inventorying mail sacks was developed by preparing a life ex- 
pectaney curve on mail sacks so that a reliable inventory can be estimated 
promptly and economically. 


Mr. Guerre. That concludes my statement, Mr. Chairman. 
Mr. Gary. Thank you, Mr. Gillette. 
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Mr. SummerFievp. Mr. Chairman, may we now hear from Acting 
Assistant Postmaster General Barnard, 
Mr. Gary. Yes. Mr. Barnard. 


Srarement or Actinc Assistant Postmaster GENERAL, Bureau 
oF FAcILITIES 


Mr. Barnarp. Mr. Chairman and members of the committee, this 
is the sixth time I have been present at the hearings before this com- 
mittee. It is the first time, however, that I have been responsible 
for the presentation of the Bureau of Facilities budget estimates. 
There have been no major changes in Bureau responsibilities which 
have budget implications since Mr. Kieb’s appearance before you 
a year ago. 

In general, these estimates include costs for real property manage- 
ment, exclusive of administrative staffs; costs of the supply service, 
exclusive of Washington administrative staffs; and the capital pro- 
gram, including procurement of vehicles. 


VEHICLE SERVICE 


Last year marked the completion of the reorganization of the Ve- 
hicle Service, The costs of repair, maintenance, operation, and con- 
tract hire of vehicles are included in the budget estimates presented 
by the Bureau of Operations. 

The amounts included in the Bureau of Facilities budget estimate 
for the Vehicle Service are primarily funds for the procurement of 
new vehicles and garage equipment. In fiscal year 1960 it is planned 
to procure 8,570 vehicles of all sizes except mailsters. This will re- 
sult in a net increase of only 2,031 vehicles which will be used to 
meet additional service requirements. The remainder of the vehicles 
purchased will replace older vehicles in the present inventory, a ma- 
jority of which will be 8 or more years old, with repair and main- 
tenance problems intensified due to the lack of availability of repair 
parts from manufacturers; 2,400 mailsters are scheduled for procure- 
ment as part of our regular program for additional mechanization 
of carrier routes. Upon completion of this procurement, nearly 85 
percent of the fleet will have been converted to four types of stand- 
ard commercial, production-line vehicles (tractors; 2 ton; 34 ton 
with two body sizes; and half-ton) plus the quarter-ton mailsters. 

It is the Department’s policy to consider vehicles for disposal on 
an individual basis when the yearly cost of repairs, except for major 
overhauls, exceeds one-third of the original cost of the vehicle or 
exceeds the residual value of the vehicle. This policy is being applied 
today, but will not become fully operative until the disposal of the 
older vehicles, which are unsuited for postal use, is completed in 
fiscal year 1961. 

Our program for rebuilding certain of the larger type vehicles 
will be completed in fiscal year 1959. Since late in fiscal year 1957, 
1,236 vehicles have been designated for complete rehabilitation. 

Since last May, 15 2-cylinder mailsters have been tested in actual 
mail-carrying operations. Present indications are that these models 
can be procured at a reasonable cost and offer substantially improved 
performance over the present 1-cylinder model being used by the 
Department. 
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SUPPLY SERVICE 


There have been several major developments in the Supply Service 
this year. Since last year, the last two of our supply centers have been 
moved from valuable and badly needed mail-handling space in fed- 
erally owned post office buildings, to better operating and less costly 
warehouse-type space. The New York sal, center was moved to 
Belle Mead, N.J., and the Washington supply center to 3070 V Street 
NE., in Washington, D.C. 

The repair of mailbags is of course an important adjunct to our mail 
equipment program. Repairs have historically been made by sewing; 
however, exhaustive tests have been made over the past 18 months of a 
“heat seal” method for making the bag repairs. This process is basic- 
ally similar to vuleanizing of tires. Equipment is now in use, in our 
repair centers and depositories, which applies a hot patch under pres- 
sure to damaged bags. Results show that repairs are more permanent 
thansewing. Bags repaired by the heat seal process remain in service 
longer and the patched areas are actually stronger and wear longer 
than the original canvas. This development has accelerated studies 
to find a better material than canvas for the manufacture of mailbags. 

Under the supervision of the supply center managers, seven capital 
equipment warehouses have been established. ‘These warehouses stock 
counterline equipment, lock boxes, safes, sorting cases, and other office 
furniture and workroom fixtures. This is standard equipment and 
is shipped directly from the warehouse, ready for assembly and in- 
stallation in newly constructed or rehabilitated postal space. Previ- 
ously, an individual order for each installation was placed with a 
supplier, resulting in difficulties of assembling a complete package 
and scheduling shipments to coincide with occupancy dates. The 
newly established capital warehouses permit direct ordering by field 
installations eliminating these problems. Further, the Department 
may make bulk procurements of standard items at quantity prices. 

The mail equipment shop is continuing to meet mailbag and lock 
requirements in a timely and efficient manner. The shop personnel is 
maintained at normal levels. In fiscal year 1960, mailbag requirements 
will be in excess of the production capacity of the shop. These excess 
requirements will be purchased from Federal Prison Industries as in 
the past 2 years. 

BUILDING OCCUPANCY 


The estimates of cost for building occupancy cover the expenses of 
leased and rented space, fuels and utilities, and communications. 

During fiscal year 1958, 605 new buildings containing 2,340,000 
square feet of space were acquired under lease. This represents about 
9 percent of the space occupied at the beginning of the fiscal year. 
During the first 6 months of fiscal year 1959, agreements to lease have 
been accepted for 256 newly constructed buildings containing 1,650,000 
square feet of space. Projecting this for the fall fiscal year, over 3 
million square feet of new space will be leased. In fiscal year 1960, 
it is contemplated that space in 650 newly constructed buildings will 
be leased. This is, however, much less than the amount of new space 
necessary to provide efficient facilities for the Postal Establishment 
throughout the country. 
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Normal] lease expirations will continue at about the same rate as in 
fiscal year 1959. However, several of our larger newly constructed 
leased facilities will be occupied during fiscal year 1960. 

The fuel and utility costs are increasing each year due primarily 
to additional space occupied, greater use of air-conditioning, mechani- 
zation, and improved lighting. 


REGULAR CAPITAL PROGRAM 


The regular capital program includes funds for the normal replace- 
ment of wornout equipment; the procurement of new vehicles, which 
was mentioned earlier in connection with the vehicle service; and 
minimum funds for the rehabilitation of existing facilities to prevent 
serious deterioration in the postal service. Specific funds required 
for mechanization equipment in three large leased facilities to be 
occupied during fiscal year 1960 have been requested, as well as funds 
for similar purposes in two existing Federal buildings and the postal 
space provided in one new building being built for General Services 
Administration. These items plus the normal procurement of new 
types of equipment for improvements to mail handling operations and 
patron services, are the basic minimum requirements for carrying 
out the operations of the postal service at its present level. 


POSTAL MODERNIZATION 


The Department has long recognized the need for vast improve- 
ments in the modernization of its mail handling methods and the 
necessity to bring its obsolete and inadequate physical plant up to 
date. 

The limited funds available over the past 20 years have been used 
to alleviate only the most serious deficiencies in the physical plant. 

Last year, in conjunction with the passage of legislation providing 
higher postal rates, the Congress recognized the urgent need for 
rehabilitation of our postal plant. Title III of Public Law 85-426 
authorized the appropriation of funds to be used for postal 
modernization. 

This Department has developed a broad program envisioning the 
ultimate replacement or remodeling of 12,000 leased and rented build- 
ings, the enlargement, rehabilitation, or replacement with leased build- 
ings of approximately 2,500 federally owned post office buildings and 
installation of modern equipment, and the application of electronic 
and mechanical devices to the needs of the postal service. Initial 
funds to commence this program are being requested in this budget 
submission. 

It should be noted that the only request for funds to be used in the 
improvement of postal space located in federally owned buildings is 
included in the budget of the Post Office Department. In previous 
years the General Services Administration included some funds for 
this purpose in their budget estimates. No such request will be made 
this year by that agency; however, the Department will reimburse 
General Services Administration for all services or work performed 
for the Post Office in Federal buildings. 

Approximately one-half of the funds requested for the postal 
modernization program will be used to completely rehabilitate and 
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SraTeMENT or AssISTANT PostMASTER GENERAL, BUREAU OF 
PERSONNEL 


Mr. Lyons. Mr. Chairman and members of the committee, progress 
in mechanization of the postal field service and service improvements 
have offered a challenge to the Bureau of Personnel during the current 
fiscal year in four major phases of personnel administration. 

These are: 

i. In the area of employee relations, to obtain employee and em- 
ployee organization acceptance of the necessity of changes in tradi- 
tional organization and of using modern mechanical devices in the 
handling of mail and to allay natural fears of a sharp reduction in the 
number on the payroll. 

2. To provide essential training to employees and supervisors alike 
in radically different mail handling methods and maintenance of new 
mechanical devices. 

3. In the area of recruitment and placement, to devise aptitude tests 
and secure validation thereof so that selection of personnel to operate 
certain of the machines and perform other services can be based on 
other than sheer guesswork. 

4. To utilize, in the area of position evaluation and salary adminis- 
tration, existing salary legislation and provide administrative regula- 
tions of sufficient flexibility to cope with major changes in job func- 
tions. 

EMPLOYEE RELATIONS 


With major organizational changes to facilitate service improve- 
ments and with the introduction of a number of mechanical devices for 
expediting the handling and movement of mail, we recognized the 
need to inform employees and their representatives of developments 
affecting them. In addition, assurances were given that there would 
be no sharp reduction in the number of postal employees and that no 
regular career employee would lose employment because of these 
changes. This did much to gain employee acceptance of changes. 
After viewing the Detroit Mail-Flow operation, for example, Wash- 
ington employee organization representatives enthusiastically sup- 
ing the extensive changes underway at the Washington City post 
office. 

With the more frequent contacts between management and employee 
organizations throughout the service, it became necessary for me to 
provide a single office to coordinate discussions with employee or- 
ganization representatives at the national level and to assist me in re- 
viewing grievance cases. Accordingly, I appointed Mr. James K. 
Sullivan as my special assistant for employee relations, Mr. Sullivan 
was one of our regional personnel managers for 4 years, served as 
director of industrial relations for a Pennsylvania corporation for 
several years, has served in editorial, legal, and inspection positions 
and has had a number of years’ experience representing first labor, 
then management in the Western Union Telegraph Co. He has ac- 
quired a reputation for maintaining effective labor-management rela- 
tionships and his appointment was applauded by postal employee or: 
ganization representatives. 
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Another important step taken this year in the direction of improved 
employee-management relations was the preparation and distribution 
of a booklet setting forth postal personnel policies and procedures. 
This publication contains all pertinent personnel policies and proce- 
dures included in the Postal Manual, such as rights and privileges, 
policies on promotion and assignment, discipline, compensation and 
fringe benefits, the grievance procedure, etc. Copies were distributed 
to employee organization representatives and supervisors in the larger 
offices throughout the country. 


TRAINING 


Installation of the new Mail-Flo system in large post offices is 
typical of the new demands for training assistance. During the test- 
ing phase engineers met with training staffs to prepare job breakdowns 
as a basis for planned indoctrination and skills training at the work 
site. From this data training outlines were developed, and films, 
charts, and other appropriate visual aids were prepared. On location, 
indoctrination of supervisors and eonproynen followed, with specific 
skills training for those assigned to each part of the mechanized opera- 
tion. 

Similar effective training on the Bell machines, Transorma, and 
other new equipment has been possible through our decentralized 
training functions and the combined efforts of the engineering and 
training staffs at the headquarters, region, and local levels. Ad- 
vanced planning has prevented, in most instances, costly delays in 
the transition from old manual methods to the more efficient, less 
arduous mechanical means of moving the mail. 

In addition, particular emphasis has been placed on improving the 
quality of makeup and dispatch of outgoing mail. Visual aids have 
been judiciously employed to improve use of distribution schemes, 
mail route schvetdlan, and dispatch procedures. 

Following the field reorganization, training conferences and super- 
visor indoctrination sessions were conducted at the regional and local 
levels to explain and establish the new operating and administrative 
concepts involved in the elimination of district offices and the creation 
of field service officers. An enormous amount of preparatory work 
has gone into training problems in connection with the new metropoli- 
tan area plans. 

Currently we are working with the Bureau of Operations on a 
training program affecting 145 transfer offices across the Nation. 
These offices are key points in speeding the flow of mail by rail and 
truck. A guide for transfer sock training, a technical procedure 
handbook, and appropriate visual aids have been prepared and are 
being distributed for use in improving this operation. 

e are not asking for continuance of the special outside training 
authority we have previously enjoyed through the appropriation act 
language approved by this committee. We had been informed that 
the Government Employees’ Training Act approved last year would 
meet our outside training needs, but it is now clear that it excludes 
one of the most important groups of employees in the postal service, 
the presidentially capeleid postmasters, who include the postmasters 
of all first-, second-, and third-class offices. Therefore, we will seek 
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an amendment to the Training Act to correct this unfortunate defi- 
ciency. 
RECRUITMENT AND PLACEMENT 


Improvements in recruitment and selection methods have facilitated 
the filling of current vacancies in the postal field service. This has 
been accomplished by the successful operation of boards of civil serv- 
ice examiners at key locations through the country. These boards 
made up of postal employees under delegated authority from the 
Civil Service Commission, now —_ at 55 large offices. In addition 
to servicing the post office in which each is located, steps have been 
taken to provide eligible candidates to other postal installation in the 
surrounding areas. 

Although this program is less than 2 years old, results. have fully 
justified its use. The ability to announce examinations as soon as 
the need occurs, to expeditiously rate applicants, and to certify quali- 
fied eligibles shortly after the examinations, reduces the heavy loss 
of eligibles previously experienced and serves to attract a better 
caliber of applicant in larger numbers. The failure to give exami- 
nations and the long delays between examinations and offers of ap- 
pointment previously experienced have been eliminated for the most 

art. 
‘ The latest supervisory examination was administered in October 
1958, attracting 42,000 employee participants. Since its inception in 
1953, this examination has been gaining greater acceptance among 
employees because it improves the quality of supervisors appointed. 

Other examinations to select employees for positions requiring spe- 
cial skills have been developed and used effectively. During the past 
year, for example, an examination was used to select employees with 
the basic skills required to operate the Bell letter-sorting machine. 

Experimental manual dexterity and manual visual coordination 
tests were also designed and given to applicants for Christmas tem- 
porary assignments. The results are being collected and evaluated to 

etermine the value of these tests in assigning new employees. 
Through the utilization of established testing techniques and ex- 
aminations we are increasing our ability to locate and better utilize 
the many specialized skills of postal employees as the needs of the 
service change. 
COMPENSATION 


The compensation system, installed in fiscal 1956 after passage of 
Public Law 68, 84th Congress, has proved to be readily adaptable 
to changing conditions. Within the past year reorganizations in the 
postal field service, development and installation of automated mail- 
processing equipment, revised procedures and methods, and the selec- 
tion of alternative transportation media have produced many posi- 
tion changes and required establishment of new positions. 

The enactment of Public Law 85-426 and Public Law 85-462 gen- 
erally has placed the Department in a fully competitive wage position 
and has eliminated certain subordinate problems relating to pay and 
fringe benefits. The implementation of these laws was accomplished 
quickly after enactment, further demonstrating the effectiveness of 
the compensation procedures. 
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In addition to our efforts in these four major areas of challenge we 
have continued to make significant progress in our safety and incen- 
tive awards programs. : f ' 

An increasing awareness of the importance of industrial accident 
prevention has been engendered by the concerted efforts of safety offi- 
cers, engineers and supervisors in planning and testing new equipment, 
changing workroom layouts, and improving physical facilities. 
Safety training institutes have been utilized to indoctrinate safety 
officers in the proper procedures for promoting safe work practices. 
They, in turn, are educating supervisors and employees at the work 
location. 5 

As a result, our industrial accident rate was reduced from 20.2 acci- 
dents per million man-years in fiscal 1957 to 15.3 in fiscal 1958. Re- 
ports in fiscal 1959 thus far indicate a further reduction. 

Particular attention has been directed to reducing injuries resulting 
from lifting which has been one of our most troublesome problems. 
The maximum sack weight has been reduced from 100 to 80 pounds 
and on-the-job instruction on how to lift safely, utilizing visual aids, 
has been initiated. 

Efforts to prevent fires have kept pace with industrial accident pre- 
vention measures. Complete instructions have been issued and to 
further stimulate interest the 70 largest post offices have been entered 
in the national fire prevention contest sponsored by the National Fire 
Protection Association. In the Government division 14 of the 20 
winners during the past year were postal installations. 

The Department’s motor vehicle*safety record has continued to im- 
prove. Fiscal year 1958, the last full year recorded, showed an ac- 
cident rate of 2.05 as compared with 2.24 for fiscal 1957. This is a 
reduction of 9 percent and compares favorably with the best motor 
vehicle fleet records in the country. Five postal regions won top 
honors in the 1957-58 national fleet safety contest sponsored by the 
National Safety Council. For the fourth consecutive year the De- 
partment won the council’s citation award for outstanding service to 
traffic safety. 

The incentive awards program has also shown significant progress. 
Particularly gratifying has been the increase in quality of suggestions 
leading to larger cash awards to employees and increased benefits to 
the Government. The close of fiscal 1958 found the number of sug- 
gestions up 21 percent from fiscal 1957. Adoptions were up 43 percent 
with dollar value benefits increased by 159 percent. 

The most encouraging progress has been the increase in superior ac- 
complishment awards in recognition of excellence in mail distribution. 
An increase of 57 percent in the number of awards approved, with 
1,305 employees receiving cash payments, is indicative of the judicious 
use of these awards by supervisors to recognize outstanding accom- 
plishments of their employees. 

The improvements and accomplishments in each phase of the per- 
sonnel management program have contributed to a better understand- 
wag tinny —— and management. 

rogress has been made, but we do not propose to rest on past per- 
formance. The tasks of educating supervisors in sound management of 
the work force, of developing and ve employees at their full 
potential, of providing rewarding careers for all employees, and of 
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meeting the demands of a rapidly changing service are a challenge to 
our best efforts. We will continue during the year ahead to work 
toward fulfillment of these objectives. 

Mr. Gary. Thank you, Mr. Lyons. 

Mr. Summerrievp. Mr. Chairman, may we now hear from the Chief 
Postal Inspector, Mr. Stephens. 

Mr. Gary. Yes. Mr. Stephens. 


STATEMENT OF Cuter Postat INSPECTOR 


Mr. Sreruens. Mr. Chairman and members of the committee, the 
postal inspection service in the past year reached, overall, a new peak 
of activity, and several of its newly implemented or recently expanded, 
specialized programs are currently developing at an increasing rate. 
All of the programs and activities are clearly within the scope of the 
defined responsibilities of the service, which are primarily: 

(a) Determining and reporting to the Postmaster General on 
conditions and needs of the postal service; and 

(6) All investigative, inspection, and auditing functions 
throughout the Postal Establishment. 

The Bureau also is responsible for the civil defense and the investi- 
gative and evaluation phases of the personnel and physical security 
programs of the Department and maintains liaison with the Depart- 
ment of Defense on all matters pertaining to mail service to and from 
the military forces. 

Investigative work is broadly classified into two categories: 

1. Criminal investigations relating to the adequacy of the protection 
of mail, funds, and property, the detection of postal law violations and 
the apprehension of persons responsible for mail theft, armed rob- 
bery, sterap ae forgery, embezzlement, mail fraud, and the mailing 
of obscene and defamatory matters, poisons, bombs, and similar 
material ; 

2. Inspection and examination of all postal installations and opera- 
tions, and a wide variety of specialized and miscellaneous investiga- 
tions pertaining to numerous service operating problems, including 
suitability determinations, financial irregularities, claims against the 
Government, the recovery of losses suffered by the Government, and 
continuous assistance in all cases of casualty and disaster. 

Many investigations are conducted for and upon the request of the 
several operating and other bureaus of the Department and its re- 
gions and many are emergent in nature. 

In the enforcement of criminal laws a record 8,284 arrests were ef- 
fected. Concentrated attention to the prevention of depredations dur- 
ing the 1958 Christmas season resulted in the screening from employ- 
ment of 15,447 persons with serious criminal or narcotic records and 
the arrest of 128 persons for the theft of mails. Of increasing seri- 
ousness are thefts of mail from private mail receptacles, in which ar- 
rests totaling 3,160 were made in the past year, forgeries and embezzle- 
ments, use of the mails to promote fradulent schemes and to distribute 
obscene and pornographic material, and armed robbery of mail cus- 
todians, which offenses show a definite increase in the past 2 years. 

In the last appearance before this committee, it was reported that 
to meet the challenge of major mail fraud schemes which were re- 
sulting in serious and violent public complaint, preliminary arrange- 
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ments had been made to intensify action against such fraudulent 
promoters. This program was implemented with the assignment of 
54 especially qualified inspectors to the exclusive investigation of such 
major frauds as false real estate promotions, advance fee and loan 
schemes, charity rackets, directory advertising, and vending machine 
swindles, vicious medical frauds, and numerous other confidence 
schemes. This specialized investigative attention, combined with close 
coordination with and excellent assistance from the Department of 
Justice, has resulted in a significant increase in the number of in- 
dictments and prosecutions of offenders who have been identified with 
filching millions of dollars from the public annually. Although there 
has been an increase of 1214 percent in the number of prosecutions for 
mail fraud during the past year, the current arrearage of these impor- 
tant cases is increasing rapidly. 

The wholesale use of the mails in the distribution of obscene ma- 
terial, including trash literature, much of which is directed unordered 
to juveniles, is reflected in the constant stream of complaints from 
outraged parents, religious and educational groups, and remains a 
matter for serious concern in spite of the concentrated attention which 
has been given these offenses. The enactment of Public Law 85-796 
by the last Congress, permitting prosecution at the point of delivery 
of obscene material, is looked to as a means of facilitating prosecution 
of large dealers who have been operating in certain cities with virtual 
immunity due to the liberal attitude of certain courts. The potential 
under this legislation is being pressed to the fullest possible extent with 
the commitment of a considerable amount of investigative manpower. 

The mailing of bombs, narcotics, poisons, and extortion letters has 
received expanded attention and resulted in a 70-percent increase in 
arrests over the previous year. Frequent false, anonymous reports 
alleging the mailing of bombs or placement of time explosives in postal 
buildings are requiring frequent and costly expenditure of time. 

The protection of revenues and the investigation of claims against 
the Government continue to require spernniane attention. In the past 
year 41 cases pertaining to claims for motor vehicle accidents and 
personal injuries were settled, in cooperation with U.S. attorneys, at 
a saving of $114 million below aggregate claims. In cases involving 
mail theft, forgery, burglary, and embezzlements, recoveries in excess 
of Se were effected and paid over to the United States or the 
public. 

Scientific laboratory examinations of criminal evidence and ques- 
tioned documents, including financial claims, conducted by 5 identi- 
fication laboratories, totaled 45,553, and provided valuable technical 
support in the prosecution of a substantial number of cases. 

Increased emphasis is being placed upon expanded attention to the 
inspection of postal facilities, including transportation and airmail 
facilities, the latter of which over a period of time have not been 
inspected on a regular basis. The reports of these inspections are 
being used by management to an enlarged extent as a means of inde- 
pendent evaluation of its field operations, and have taken on added 
importance under current streamlined accounting procedures whereby 
the original and supporting documents to such revenue items as 
second-class postage, controlled circulation, permit imprint and bulk 
mailing fees, box rents, and trust funds are retained in post offices 
and must be subject to site audits to assure proper financial controls. 
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Inspections of postal units in the field include examination of ad- 
herence to management directives and to the detection and prompt 
reporting to management of delays or improper handling of mail. 

In fiscal year 1958 a staff of 95 of an authorized complement of 102 
internal auditors completed audits of the majority of the more im- 
portant functional areas of regional controller offices. Also, several 
nationwide audits were made or initiated covering such items as un- 
liquidated obligations and controls over accountable paper. Several 
on-site audits were performed at contractors’ plants to determine costs 
under cost-plus-fixed-fee contracts relating to the Department’s re- 
search and development program. 

The internal audit program has as one of its primary objectives 
certification to the Postmaster General on the accuracy and propriety 
of the Department’s financial statements, the results of its operations, 
and the adequacy of its internal controls. All audit and financial 
investigations, by internal auditors and inspectors, are being closely 
coordinated and evaluated with beneficial result. 

Notwithstanding what are considered to be important initial accom- 
plishments by the Division of Internal Audit, the present staff was 
forced to defer approximately 44 man-years of work, even though a 
minimum 55 percent of the required audit coverage was scheduled. 
The quota of 102 audit positions was established in 1957 on the basis 
of an estimate which could not reflect adequate experience as to 
workloads. It is now clear that attainment of the basic objectives of 
this important moneysaving program requires additional manpower 
and in this conclusion we have been supported by representatives of 
the General Accounting Office who are in closest contact with the 
Department. We are accordingly requesting funds to provide 17 
additional internal auditors.” 

The Post Office Department’s civil defense and defense mobilization 
activities have made important progress. The Department and each 
of its regions and inspection divisions relocated and extensively tested 
readiness and operational capability to perform designated, essential 
wartime functions. Training of a substantial number of postal 
personnel in radiological monitoring techniques was accomplished 
and is being extended to effect a realistic capability in cooperation 
with State and local civil defense authorities. Cooperation with the 
Small Business Administration effected expansion of the Office of 
Civil Defense and Defense Mobilization damage assessment program 
to catalog the location of 2,500 essential industries by postal zones or 
carrier delivery stations. 

In furtherance of its role in the civil defense registration and in- 
formation program the Department collaborated with OCDM in the 
development of a training manual for accomplishing survivor regis- 
tration programs, and a formal agreement was signed with the Ameri- 
can Red Cross to provide similar working relationships during natural 
disasters. 

The longstanding postal agreement between the Department of 
Defense and the Post Office Department outlining the responsibilities 
of each in providing postal service for the Armed Forces is in process 
of revision to conform to changing conditions and is expected to be 
completed in 1959. Daily liaison between the Bureau and various 
mr installations reflects the continuing importance of this 

ction. 
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Extensive analysis of case statistics, which are maintained in detail 
and are actual, considered in relation to the work at hand and de- 
veloping, discloses there will be an arrearage of at least 652 man-years 
of work of the various inspections and criminal investigations cate- 
gories at the close of fiscal year 1959. Additional assistance should 
be provided to enable reduction of this arrearage at the earliest pos- 
sible opportunity. This problem is one of real concern to us and I 
believe is deserving of the most thoughtful consideration by this 
committee. Funds are being requested to provide for 19 inspectors 
to fill field territories now vacant and which cannot be covered by 
further expansion of assignments, the method necessarily resorted 
to for several consecutive years. 

Mr. Gary. Thank you, Mr. Stephens. 

Mr. Summerrietp. Now, Mr. Chaieeinn, may we hear from the 
General Counsel, Mr. Warburton ? 

Mr. Gary. Yes. Mr. Warburton. 


STATEMENT OF THE GENERAL COUNSEL 


Mr. Warsurton. Mr. Chairman and members of the committee, 
the General Counsel of the Post Office Department, as you know, 
serves as the legal adviser to the Postmaster General, the Deputy 
Postmaster General, and the entire Postal Establishment. The mat- 
ters presented to him cover practically the entire field of law. He 
also represents the Department, and I probably should say the public 
as well, in formal administrative proceedings involving determina- 


tions concerning the acceptability under the law of matter offered 
for mailing. He is the Department’s legislative officer and collabo- 
rates with other bureaus and offices in the Department with respect to 
be — of functions delegated to them by the Postmaster 
eneral. 
The Postmaster General has also delegated to the General Counsel 
certain functions authorized by law to be meee by the Post- 
a 


master General. For example, the General Counsel exercises the 
Postmaster General’s authority to settle claims for damages to per- 
sons and property arising out of the operation of the postal service. 
He also performs the function committed to the Postmaster General by 
the Congress of adjusting claims of postmasters for losses due to 
fire, burglary, or other unavoidable casualty. 

In recent months a major organizational and procedural chan, 
was accomplished within the Department in order to more effectively 
deny the use of the mails in the sale and transmittal of obscenity and 
the conduct of fraudulent enterprises. The Postmaster General had 
delegated his authority to issue orders and instructions to accomplish 
this end to the General Counsel. While a very elaborate procedure 
had been set up to provide administrative hearings in these cases which 
we felt fully protected the individual rights of citizens, the courts 
believed that the General Counsel was in fact the judge, prosecutor, 
and jury. They concluded this because the prosecutor in these cases 
= General Counsel, was a subordinate of the Genera 

‘ounsel. 

To overcome the effect of this judicial interpretation, the Post- 
master General established under him a new office of Judicial Officer. 
The Postmaster General delegated to this official board authority to 
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make final departmental decisions in cases involving use of the mails 
to defraud, to disseminate obscene materials, or to conduct lotteries. 
The General Counsel and his staff now serve only as prosecutors and 
as such initiate all proceedings involving alleged violations of laws 
forbidding the mailing of proscribed matter. Final decisions now 
rest with the Judicial Officer, who has no connection with the General 
Counsel. 

I mention this change because heretofore you probably have been 
advised that the General Counsel, among other things, makes final 
departmental decisions in this general area. 

oeceal years ago, in an effort to improve our service to the public, 
authority was delegated to the 15 regional offices to settle small claims 
for damages arising from motor vehicle and other accidents. The 
authority was limited to those claims totaling less than $50 each. In 
May 1958, this authority was increased from $50 to $100, it having 
been found that the regions were doing an excellent job and that 
further decentralization would result in faster settlement to claimants. 
Claims ranging from $100 to $1,000 continue to be settled by the Gen- 
eral Counsel. However, a continuing effort to render prompt service 
to the public required certain changes in methods of processing these 
claims which parallel those used by commercial insurance companies. 
Attorneys in the Office of the General Counel who perform initial 
adjudications have been granted authority to make final disposition 
of claims without elaborate and time-consuming reviews by higher 
echelons of authority. This latter change will, we believe, effect 
increased improvement in our service to the public. 

One of the very substantial items of work which has developed in 
recent years involves the Department’s leasing program. We are 
ealled upon to provide legal counsel and advice and to draft docu- 
ments involving the acquisition by purchase, lease, or condemnation 
of real estate and interests therein, of invitations to bid, agreements 
to lease, leases and other documents, agreements of sale, options to 
purchase, and the like. We are called upon from time to time to 
assist the Department of Justice in connection with suits by and 
against the Government regarding post-office leases. Frequently we 
must represent the Department in the negotiation and settlement of 
issues involving State and local governments, taxing problems, zoning 
ordinances, and planning and utility commissions. It may be of 
interest to you to note that in each of the 3 fiscal years starting with 
1955, the Department initiated an average of 480 new construction- 
lease postal facilities aggregating annually almost 2 million square 
feet of space at an average cost of a little over $16 million. There 
are over 2,000 space acquisition projects in some stage of development 
at all times. 

We also represent the Postmaster General in proceedings before 
regulatory bodies. In August 1958, the Railway Mail Pay proceeding 
before the Interstate Commerce Commission was concluded. There 
are still pending before the Interstate Commerce Commission the 
Postmaster General’s request for an ascertainment of rates received 
by railroads in connection with the carriage of express traffic and also 
the passenger train deficit investigation in which the Post Office 
Department participated. Of course, of substantial importance to 
the Department is the case pending before the Commission in which 
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the Postmaster General is seeking the Commission’s mihi of postal 
rate adjustments designed to eliminate a revenue deficiency of $88 
million on parcel post and catalogs. 

Several subsidy mail rate cases are pending before the Civil Aero- 
nautics Board relating to periods before October 1, 1953. The Post- 
master General is a party in these proceedings. In addition, we are 
involved in various Civil Aeronautics Board route proceedings which 
are concerned with applications for authority to wpe airmail. 

In general, the foregoing covers the highlights of the work of the 
General Counsel’s Office. However, I probably should not conclude 
my statement without some brief reference to the legislative program 
completed in the 85th Congress. 

A considerable number of the major items on the Department’s 
legislative program were enacted into law. As you know, an increase 
in postal rates, which has long been advocated by the President and 
by the Postmaster General, is now law. 

In the rate legislation, the Congress also included authority for a 
postal modernization program fund, as has already been discussed 
here. The purpose of that fund which we are proposing to achieve 
through a separate appropriation to the postal fund has either been 
fully explained to you or will be explained before these hearings are 
concluded. 

Proposals also were enacted modernizing certain of the contract pro- 
visions governing the operations of star routes. This legislation in- 
volved in the main the elimination of an 1872 law which required that 
all routes in a defined region of the United States be advertised in one 
document in every post office through which any one of the routes 
passed. Thus hundreds of routes were included in that document. 
The Congress authorized advertisement for periods not less than 30 
days, except in rare cases, and provided that the advertisement of 
a route need only be published in those offices which were to be served 
by the proposed route. This change has reduced considerably the 
paperwork of the Department and has contributed to increased effi- 
ciency in the awarding of contracts for this type of service. It is 
anticipated, however, that we will submit to this Congress additional 
modernization provisions involving bonding of contractors and the 
extension of mileage on contract routes. 

Another important item of legislation sought by the Department 
and granted by the Congress was the authority to establish postal 
stations within a 10-mile radius of the parent office. The previous 
limitation had been 5 miles. With the growth of suburban areas, this 
limitation was entirely unrealistic. 

As to the future, we believe the Congress might look forward to 
legislation which will— 

1. Restore the authority of the Postmaster General to adjust 
ae rates, weight, and size limits for air parcel post. 

2. Authorize the use of certified mail, as well as registered mail, 
for the transmission of documents of no intrinsic value. 
3. Further amendments to the obscenity statutes and related 
aws. 

4. Recodify the postal laws. This latter project passed the 
House near the close of the 85th Congress. It has again been 
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introduced in the House, and it is hoped that early action will be 
taken thereon. | 
Mr. Gary. Thank you, Mr. Warburton. 
Mr. Summerrievp. Mr. Chairman, may we now hear from Mr. 
Plummer, Director of the Office of Research and Engineering. 
Mr. Gary. Yes. 


SraTeMEnNtT oF Director, Orrice or RESEARCH AND ENGINEERING 


Mr. Piummer. Mr. Chairman and members of the committee, the 
Office of Research and Engineering has been reorganized during the 
past year. In addition to research into and development of mecha- 
nized mail-handling equipment and mail processing, which it has 
carried on heretofore, the Office now includes the engineering and 
architectural activities which relate to the buildings and other struc- 
— in which the Department carries on its operations throughout the 

ation. 

This year funds for the support of the activities carried on by the 
Office of Research and Engineering are contained not only in the 
appropriation for administration, regional operation and research, 
but also in the appropriation requested this year in order to accelerate 
the postal modernization program. 

Wa hare been pursuing a research program which finds us toda 
with much equipment at or near an advanced state of prototype devel- 
opment. Nevertheless, we should greatly accelerate our research pro- 
gram to assure the availability of fully tested and improved produc- 
tion equipment in time for procurement and soheduled installation 
as new or rehabilitated facilities become available under the postal 
modernization program. Our request for funds reflects this. You 
may recall that our initial efforts in the development of mail process- 
ing equipment were directed toward mechanizing the culling, facing, 
and canceling of letter mail. These are complex functions which have 
made this a particularly difficult undertaking. Because of their com- 
plexity, we have established them as separate research projects. At 
present two cullers and two facer-cancelers have been developed to 
the prototype stage and are undergoing evaluation and testing at the 
postal laboratory which we have set up in the main Washington post 
office during this past year. Our aim is to develop a culling machine 
which will accept raw mail as it is collected, extract from it all large 
flat envelopes, bundles, and parcels, and deliver a stream of “clean” 
letters to the next processing stage at a rate of approximately 30,000 
pieces per hour. Although the two cullers now under development are 
dissimilar in design, each has succeeded under test in processing mail 
at the established production rate. We are lnchoouaed | by these devel- 
opments even though our laboratory studies of the operating proto- 
types clearly indicate a need for further engineering work edene 
either machine can be accepted for production. 

The two facer-cancelers now undergoing test. are also of dissimilar 
design. It is our intention to develop a machine of this type which 
will take the clean letter mail product from a culling machine at a 
rate of approximately 30,000 pieces an hour, determine the position 
of the stamp on the envelope, perform a cancellation, and face and 
stack the output. Each of the prototype machines employs the prin- 
ciple of optical scanning to determine the position of the stamp. 














} 
] 
{ 
| 





41 


However, each has a unique method of stamp recognition and cancel- 
lation. Progress in the development of this equipment has been par- 
ticularly successful and most: major technical problems have been 
solved. We have one troublesome problem: With the present proto- 
type equipment the position of the stamp is determined by the con- 
trast in color between the stamp and the envelope. False signals 
result when the machine meets envelopes which contain extraneous 
printed matter or where the color of the paper approximates that of 
the stamp. We feel that this difficulty warrants research to develop 
various stamp tagging techniques which will produce a more positive 
signal and which can be used to improve the recognition of stamps. 
We believe we are on the way to solving this problem. 

Another technical problem which we intend to solve during fiscal 
year 1960 is that of feeding mail mechanically from the output of 
the culling machine into the input reservoir of the facer-canceler 
unit. As the equipment now stands, this operation must be performed 
manually. When we can tie the culler to the facer-canceler me- 
chanically another arduous burden will be lifted from human hands. 

Our most progressive step in mechanizing and modernizing mail 
processing is the machine sorting of letter mail. During the past 2 
years we have acquired two sorting machines of foreign manufacture, 
and these are on operational assignment in offices in the Washington 
area. This equipment has been studied carefully from both technical 
and operational aspects. Its productivity has been remarkable and 
when adapted to use in our country will render the manual sorting of 
large mail volumes obsolete. Our research has shown us that equip- 
ment of this type for our use must deal with larger volumes and many 
more destinations than are required of equipment for European use. 

Fundamental studies were initiated several years ago to evolve a 
sorting machine designed to our requirements. Much of this initial 
work was carried on in cooperation with the National Bureau of 
Standards. The initial objective was to define essential design ele- 
ments which should be combined to produce a sorter of optimum util- 
ity for our postal service, and then to determine the feasibility of 
constructing a machine embodying these elements. This gave us a 
basic machine design with the needed capacity and flexibility which 
will permit us to adapt it to alternate uses and to varying mail volumes. 

A program was begun in 1955 to develop a machine which would 
automatically read the address on, and sort, letter mail. When we 
started this, we realized that it would be a long-range endeavor. 
When we succeed we shall have achieved the ultimate in a sorting 
device. Considerable progress has been made in developing the rec- 
ognition capacity of the machine. Fundamental studies have been 
made to analyze and classify the characteristics of addresses encoun- 
tered in the mails. During the past year we were successful in ex- 
panding the capacity of the machine to recognize 13 capital letters 
as well as 17 lower case letters. The ability to recognize these letters 
permits the recognition of the 20 post office names selected for experi- 
mental use in this development work. We have now advanced to a 
point where the machine theoretically can process 75 percent of all 
letter-sized mail having typed or printed addresses with the mechan- 
ical components of the machine operating at 99 percent accuracy. 
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During recent years, and particularly during the current fiscal year, 
a major effort has been directed toward the installation of the Mail-Flo 
systems in our larger facilities. We now have Mail-Flo installed in 
nine post offices and terminals and installation is currently in process 
in eight facilities. The Mail-Flo installations have contributed 
greatly toward an orderly flow of mail through all stages of proc- 
essing. The use of this equipment has reduced the total time needed 
to prepare mail for dispatch and has resulted in a substantial man- 
hour saving. In the future, the greatest application of Mail-Flo 
equipment will come when it is used to transport mail within the 
fully mechanized postal plant. New facilities presently on the draw- 
ing boards plan the use of Mail-Flo components to deliver and take 
away mail between processing machines and dispatch activities. 

During the current fiscal year we have greatly increased our efforts 
to mechanize the handling of bulk mails and parcels. More than 
half of the workroom space in our larger post offices is occupied with 
processing mail of thiscategory. The time-honored method of sorting 
parcels from belts to hampers to sacks is wasteful of man-hours and 
space and a source of confusion and disorder in the workroom area. 
Our research in this area, together with the experience gained through 
the installation of a mechanical parcel sorting system in Baltimore 
has demonstrated that parcels can be sorted more efficiently by me- 
chanical methods. We have undertaken two additional develop- 
mental projects in this area: one is the parcel-sorting system installed 
in the Washington post office. In the Washington installation it 
was our desire to improve the method by which parcels were presented 
to the sorting clerks, to simplify the method by which parcels would 
be diverted to their destination, and to employ modular concepts 
in the design which would permit us to use standard components to 
match varying volume requirements at different post offices and ter- 
minals where the equipment would be installed. The other develop- 
ment project is a design which incorporates a unique principle for 
separately treating parcel post for high volume destinations and a 
secondary system for handling residue volume. This is nearly ready 
for a pilot installation. 

The rapid discontinuance of rail service and the conversion to truck- 
ing for the transport of mails has contributed to an urgent need for 
a sack-sorting system to be used on truck platforms. This involves 
the transfer of sacked mails from one position on the platform to 
another to make connections between different mail-hauling vehicles. 
We are working to develop means whereby an employee can off-load 
a sack from an incoming truck and dispatch it to any of up to 
125 different platform destinations by actuating a keyboard. Work 
started during the current fiscal year has resulted in the development 
of laboratory prototype equipment to an advanced stage and to where 
consideration is now being given to a pilot installation. 

Engineering work to devise a multipurpose sack mail transport 
system was begun during fiscal year 1957 and a pilot installation is 
near completion in the Chicago post office. This system utilizes the 
principles of monorail overhead conveyors by which sacked bulked 
mails may be moved from the platforms to any point in the workroom 
areas for sorting—the destination being determined at the point where 
the sack is received at the postal facility. Sorted sacked mails for 
dispatch may, by keyboard control, be directed to storage areas or 
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to appropriate dispatch points in any desired sequence. This equip- 
ment not only eliminates. wheeled equipment but it utilizes unused 
overhead space for mail transport and storage. 

In modernized postal facilities, the ceiling space heretofore unused 
will be used for mail storage and transport, air-conditioning duct 
work, and for the installations of modern lighting fixtures. Achieve- 
ment of the most functional workroom layout may preclude the use 
of conventional observation galleries for surveillance Puspone. The 
use of industrial type closed-circuit television appears to be one pos- 
sible solution to this problem. Our engineers have been working 
closely with the television industry, and planning is underway for 
a pilot installation in a moderate-sized post office. Technical advances 
in one area create new problems in another and our mechanization 
and modernization program is no exception. We believe the problem 
of surveillace can be solved along with our other problems. 

We have increased our efforts to achieve better utilization of man- 
power through the use of improved work measurement techniques and 
the development of better methods for mail volume forecasting and 
manpower scheduling. It is our objective ultimately to train line 
supervisors and management in our postal facilities in the latest prin- 
ciples ef work measurement and ‘also in methods whereby they can 
more accurately anticipate mail volumes and can efficiently regulate 
the assignment of personnel. A work measurement system is now in 
operation in 88 large post offices and terminals, affecting the utilization 
of approximately 180 million man-hours annually. 

These, then, are the highlights of our activities and accomplish- 
ments. Our momentum is increasing. Our timing will, we believe, 
fit us to handle mechanically, with essentially the same sized labor 
force we now have, the greatly increased mail volumes which our recent 
history has'taught us to expect. 

In a few years, with relatively modest expenditure, we have de- 
veloped a mechanization program tailored to fit the exact needs of the 
American postal service. It will not only improve service, but it will 
do it at less cost and the beneficiaries will be the taxpayer and our 
loyal employees. 

Mr. Gary. Thank you, Mr. Plummer. 

Mr. Summerrtetp. Mr. Chairman, we just have one other formal 
presentation. That is Mr. Gillette’s general budget presentation. 
Why do we not continue with that this aftirnoeny 

Mr. Gary. I think possibly this should come tomorrow when we 
take up the budget items. We will recess now until 2 o’clock, at 
which time we will begin the questioning on the statements that have 
been made. 

Mr. SumMerFietp. Thank you very much, Mr. Chairman and mem- 
bers of the committee. 
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AFTERNOON SESSION 
Mr. Gary. The committee will come to order. 


PayMENT For Pusiic Services 


Program and financing 


1960 ESTIMATE 
Program by activities: 














1, Loss on free and preferred rate mail_ $131, 863, 000 

2. Loss on nonpostal services for other agencies___.__________ 16, 482, 000 

3. Loss on special services. 22, 655, 000 

4. Excess rates paid to foreign air carriers 1, 000, 000 
Total obligations. 172, 000, 000 
Financing: Appropriation (new obligational authority) -~---__--- 172, 000, 000 


Object classification . 
11. Grants, subsidies, and contributions, 1960 estimate__________ $172, 000, 000 


General Summerfield, in your statement this morning you quoted 
from the President’s remarks when he approved Public Law 85-426, 
title I, on May 27, 1958. I want to say that I am way J in 
agreement with the President’s remarks. If I had any complaint 
whatever, it would be that he did not go far enough. I am not at 
all certain and I was not last year that there ought to be any appro- 

riation to reimburse the Post Office Department for public services. 

ut certainly I agree with him that it should not include the cost of 
the third and fourth class post offices and star routes. 

In that connection I have a letter from Representative Tom Mur- 
ray, chairman of the Post Office and Civil Service Committee, which 
he addressed to me on January 29 and. which reads.as follows: 

“Dear Mr. Chairman: You will recall that last year when the 
postal rate bill was passed there was considerable controversy over 
language in the policy statement relating to appropriations for 
public service. Because of the situation at that time, it was not 
possible to work out a satisfactory statement concerning appropria- 
tions for the loss resulting from the operation of star routes and 
third or fourth class post offices. 

“T believe at the time we discussed the matter you were of the same 
view that it was strictly an appropriation matter, but having come 
back to the House as the bill did in the form of a conference agree- 
ment, it was not possible to make an adjustment. It would seem to 
me that the request of $172 million for public services which is the 
Post Office Department appropriation item on page 797 in the Presi- 
-dent’s budget should be modified by striking out item 2 under sub- 
section (a) of section 104 of the Postal Policy Act of 1958 which 
reads as follows: 

“*(2) the loss resulting from the operation of such prime and nec- 
essary public services as the star route system and third- and fourth- 
class post offices ;’ 

“It is my understanding that the $172 million to be appropriated 
for public services contains no estimates for any losses that may be 
attributable to the operation of star routes and third- or fourth-class 
post: offices. This hasbeen omitted for the reason that the Depart- 
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ment knows of no practicable way such losses, if any, may be 
determined. 

' “In my opinion, it is most desirable to make permanently ineffective 
the requirements of paragraph (2) of section 104(a) of the Postal 
Policy Act of 1958. It is proposed, therefore, to suggest that the 
‘period: following ‘$172 million’ in the appropriation item be struck 
and that a colon and the following proviso be inserted : 

“ ‘Provided, That hereafter no part of any funds in this or any 
other Act shall be used for payment into the postal revenues for the 
Joss resulting from the operation of the public services covered by 
‘paragraph (2) of section 104(a) of the Postal Policy Act of 1958.’ 
“ “T shall be glad to talk with you about this matter, at your con- 
‘venience, but I feel when you look into it you will agree the merit to 
the suggestion becomes clear. 

“With kindest personal regards, I am, 


“Sincerely yours 
(Signed) Bn —, ne ‘ 
om Murray, irman. 


Would you care to comment on that letter? 

Mr. SumMMeERFIELD. Yes, sir. I think Chairman Murray, of the 
House Post Office and Civil Service Committee, has properly stated 
the true situation concerning the so-called public service items con- 
cerning the third- and fourth-class post offices and star routes. There 
is no means we know of for calculating any such loss. 

If you will take a look at star routes, it is a method of transporta- 
tion of mail between cities or communities the same as rail transpor- 
tation or anything else. To conceive that as a public service is, in 
my opinion, unrealistic. 

Mr. Gary. Can you give me one single reason why the delivery of 
mail by star routes and through the second- and third-class post offices 
should not be considered as cost of the entire mail system just as much 
as city delivery or any other delivery ? 

Mr. SuMMERFIELD. I cannot, Mr. Chairman. 

Mr. Gary. On what theory was it put into the bill originally ? 

Mr. SummerFrIe.D. I do not know the theory upon which it was 
put in. I do not know how some of the members of the various com- 
mittees did justify in their own minds taking this position because it 
was taken, as you know, against the wishes of the Department as be- 
ing unrealistic and impossible of achievement. 

Mr. Gary. It was put in by the other body, as Mr. Murray sug- 
gested, and when it came back to us, I was in hopes that the confer- 
ence committee would knock the whole thing out but it did not. 

Mr. SumMerrieLpD. It amounts to providing an opportunity to pro- 
vide a subsidy without proper identification. Whether that was the 
intent or design, I am not qualified to speak for those who proposed 
it. 

I say to you the net result of that approach would be to provide a 
method of providing subsidy to certain users of the mails and denying 
the Congress an opportunity to properly adjust the rates. 

Mr. Gary. They are the large users of the mails? 

Mr. Summerrievp. That is correct, sir. 
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‘Mr. Gary. Do not those users themselves use the third- and fourth- 
class post offices and the star routes ? 

Mr, SummerFietb. They certainly do, sir. 

Mr. Gary. Why should they get any subsidy by reason of that? 

Mr. SummerrieExp. As I say, I do not believe they should. 

Mr. Gary. I am very grateful to have Mr. Murray’s letter. This 
is a matter that would come more properly under the Post Office and 
Civil Service Committee of which Mr. Murray is the chairman. Our 
committee always hesitates to, write into our bill legislative provisions 
of that kind without the acquiescence of Mr. Murray’s committee. I 
am very glad to have this recommendation from the chairman, 

Mr. Snaean, May I state for the record I certainly associate my- 
self with the views of the chairman and in the event he desires a rule 
reporting it out, I shall support his views. 

r. Gary. I believe Mr. Gillette has a statement on this subject. 

Mr. Gruterre. I have a general statement with regard to the whole 
matter of public services, if you wish to hear it at this time; but first 
I wish to suggest something at this point in the record that might 
be relevant to the discussion of the provisions you have just read. 

In our formal justification on pages 603-605 the Department sets 
forth in some detail the reasons why it found it impossible to make 
an estimate for the so-called public services items described in sub- 
paragraph 2 of section 104(b). 

Mr. Gary. We may as well consider the appropriation items for 
public services at this time. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Gary. We will insert at this point in the record pages 601 
through 612 of the justifications. 
(The information referred to is as follows :) 
PAYMENT FOR Pus.iic Servicss, 1960 
(Out of the general fund) 


Analysis of appropriation request 











Activity 1959, esti- 1960, esti- Increase or 

mated mated lecrease (—) 
(1) Total loss on free and preferred rate mail__.............--- $128, 236,000 | $131, 863, 000 $3, 627, 000 

(2) Loss on operation of star route system and 3d- and 4th-class 

oe Ra ens cn nanccusenceeeel de Sede cpanihncd ins skmbenesacullveswachskaaee 
(3) Loss on nonpostal services for other agencies - _._._...-.--- 16, 988, 000 16, 482, 000 — 506, 000 
RO Oe are eee eee 22, 655, 000 —2, 239, 000 
(5) Cost of excess rates paid to foreign air carriers_-_-...-...-- 1, 141, 000 1, 000, 000 —141, 000 
PE bdightncndiaiepnchtbeenkdlevcepeinshacabaanienusie 171, 259, 000 172, 000, 000 741,000 














GENERAL STATEMENT 


The Postal Policy Act of 1958 (title 1, Public Law 85-426), approved May 27, 
1958, lists certain public services performed by the Post Office Department and 
authorizes the appropriation of such amounts as Congress may deem to be loss 
attributable to these services based upon estimates submitted to the Congress. 
The amounts thus appropriated each year are to be paid into the postal fund 
as revenue from the general fand of the Treasury. These appropriations do 
not carry with them any additional obligational or expenditure authority for the 
Post Office Department. The appropriation is merely a device by which the 
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Congress itself will establish each year the portion of the Department’s net 
cost which should be borne by the general taxpayer. The remaining portion 
should be paid for by the users of the postal services in accordance with the 
provisions of the Postal Policy Act. 

In the closing weeks of the second session of the 85th Congress, after the 
passage of the Postal Policy Act, estimates of public service losses for fiscal 
year 1959 were submitted for the first time to the Senate Committee on Appro- 
priations with the request for the inclusion of an appropriation for tnis pur- 
pose in the supplemental appropriation bill, 1959, then under consideration by 
that committee. The committee deferred action on the request ané@ recommended 
that it be resubmitted at the next session of Congress. A new request for a sup- 
lemental appropriation in 1959 for this purpose will be submitted at a later date 
during the present session of Congress. However, estimates for 1959 are shown 
for comparative purposes in the current submission for 1960. 

The estimates for public service losses as compiled by the Department are 
based on actual experience for fiscal year 1957 adjusted for changes in cost and 
volume anticipated for 1959 and 1960. Costs used in these estimates are the 
fully allocated costs as developed by cost ascertainment system procedures. 
Revenues or reimbursements, if any, for the various services involved are also 
computed by cost ascertainment methods and applied against related costs in 
arriving at the estimated losses to be reimbursed from the general fund of the 
Treasury. 

In preparing the estimates called for under Public Law 85-426 (sec. 104(a)), 
the Department has experienced some difficulties and has encountered inequities 
from the point of view of the general taxpayer which it believes call for amend- 
ing legislation. This situation was foreseen by the President at the time he ap- 
proved the bill on May 27, 1958, when he said, in part: 

“There are in the bill several matters which cause me grave concern. The 
first is the excessive amount of postal service costs which are assessed against 
the U.S. Treasury. Certain items identified as ‘public services,’ such as the 
star route system, are not services at all but are basic components of the sys- 
tem of moving mail between post offices. The consequence of this misconstrual 
of the public services performed by the Post Office Department is to burden 
the Treasury annually with $100 million or more of operating costs which logi- 
cally and equitably should be paid by the users of the mails by means of proper 
rates of postage. The concept of public service which is inherent in the bill 
is clearly in error and without precedent. The true measure of the cost of 
the public services performed by the Post Office Department. is the loss of 
revenue arising from specific rate concessions made under the law to certain 
subclasses of mail users. I am hopeful that the Congress will review section 
104 with a view toward restating the ‘public services’ of the Post Office Depart- 
ment to conform with this concept.” 

In the case of paragraph (2) of subsection 104(a), the Department has sub- 
mitted no estimates for any losses that may be attributable to the operation 
of star routes and third- and fourth-class post offices, for the reason that it 
knows of no practicable way such losses, if-any, may be determined. The rea- 
sons for this conclusion are outlined in the paragraphs immediately following. 

To understand why the Department hs been unable to determine the “loss” 
resulting from the operation of star routes and third- and fourth-class offices, 
referred to in paragraph (2), it is necessary to recognize the fundamental 
difference between (a) the activities covered by this paragraph which are func- 
tional parts of the postal system itself and for which no fees are charged as 
such and (0b) classes or types of service offered by the system to its users, 
such as first-class mail, second-class mail, money order, registry, etc., for which 
specific rates or fees are charged. Both the costs and revenues attributable to 
each of the various classes of service in the latter category have been deter- 
mined for many years by the cost ascertainment system as required by act of 
Congress (39 U.S.C. 826) and adequate data with respect to losses under the 
various classes and subclasses mail are currently available. 

The loss or gain on the operation of functional segments of the postal system 
itself, however, involves an entirely hypothetical concept for which no adequate 
data, to our knowledge, has ever been developed, if indeed a generally satis- 
factory basis for developing it can even be conceived. To determine the loss 
assignable to the operation of the functional segments of the postal network 
referred to in paragraph (2) would seem to require: (a) the allocation of 
general regional and headquarters expenses, including research to these func- 
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tional segments to arrive at their total cost, (b) the determination of the 
revenues received from just that mail which actually moves through those 
functional segments, including mail originating at other points, as well as 
mail originating at these segments and moving elsewhere, and (c) an allocation 
of an appropriate portion of such revenues to these specified functional segments. 

The development of the basic data required under the steps enumerated would 
necessitate extensive studies that in the. end would prove useless since’ the 
Department knows.of no way. by which most ofthe revenues to be determined 
under step (2) could be equitably allocated to star routes, third- and fourth- 
class offices or any other functional segment of the postal network. Only the 
revenue from such small portion of mail as may be orginated and delivered by 
the same functional segment of the system would present no allocation problem, 
once it was isolated and determined. The revenues from all other mail moving 
through these functional segments would have to be allocated in varying degrees 
to other functional segments according to where the mail came from and where 
it went. In such a study, originating offices, each medium of transportation 
used, and delivering offices are each entitled to an equitable share of the reve- 
nue generated by the mail which they handle... How such allocations could be 
made, even if the traffic pattern for the mail handled by each functional seg- 
ment concerned were known, the Department has been unable to determine. 

Finally, it should also be noted that the losses called for in paragraph (2) 
duplicate to an undetermined extent losses provided for under paragraph (1). 
‘For example, the loss of $63 million on newspapers and periodicals carried at 
reduced postage rates for certain nonprofit organizations contains both costs 
and revenues that would also be allocable to star routes and third- and fourth- 
class post offices under paragraph (2). While it is believed that no duplication 
of losses chargeable to the Treasury was intended, the eleimination of this 
duplication would present the same problems of allocation of costs and revenue 
posed by paragraph (2) itself. 

In the present submission, therefore, the Department of necessity must take 
the position it took when first submitting estimates under section 104(a), to the 
Congress last summer; viz, that there is no practical basis for developing esti- 
mates for the loss under paragraph (2) and, therefore, no appropriation is 

uested for such loss. The Comptroller General has confirmed the imprac- 
ticability of developing such estimates of loss with any real credibility, in his 
-report of July 21, 1958, to the Senate Committee on Appropriations written in 
response to questions raised by the chairman of that committee concerning the 
computation of public service costs. The pertinent portions of his report are as 
follows: 


“STAR-ROUTE SYSTEM AND THIRD- AND FOURTH-CLASS POST OFFICES 


“The Department is not requesting an appropriation for the loss resulting 
from the operation of the star-route system and third- and fourth-class post 
offices. The Department takes the position that the loss (or gain) for the star- 
route system and third- and fourth-class post offices has never been developed 
by its cost-ascertainment system, and that the Department knows of no prac- 
tical and generally acceptable way by which such data may be developed. 








49 


“We agree that there is no information currently available upon which to 
‘base an estimate of the loss, if any, which would be attributable to these opera- 
tions. To determine such loss (or gain) it would be necessary to assign some 
portion of the postage collected on each item carried on a star route or handled 
in a third- or fourth-class post office and match that assigned revenue to the 
cost of the operation. A system established to provide this information would 
be complicated, costly, and would involve judgment allocation menses which 
would be subject to question.” 


TOTAL LOSS ON FREE AND PREFERRED RATE MAIL, SUBSECTION 104(A) (1), INCREASE 
$3,627,000 


This estimate covers the larger of two amounts, computed under different inter- 
pretations of the statute, as to the total loss resulting from the transmission of 
matter in the mails free of postage, or at reduced rates of postage. The Post 
Office Department has consistently expressed the view that the “loss” on mails 
moving at reduced rates of postage is the amount of revenue which is foregone 
owing to the application of such reduced rates, as compared with the rates 
otherwise payable. Under this interpretation a total loss of about $36.4 million 
is attributable to the public services enumerated in subsection 104(a) (1). 

If, however, the “total loss” is interpreted to mean the differences between 
revenues received, if any, and the expense attributable to the categories of mail 
specified, the amount is $131.8 million. The difference between the two amounts, 
about $95 million, represents the deficiency in the basic rates established for the 
various classes of mail involved.’ It would appear to be inequitable to charge 
the general taxpayer with the portion of the loss attributable to differences 
in basic rates. 

The following statement shows the revenues received, expenses allocated, 
and “total loss” sustained on each of the categories of mail enumerated by 
the act: 
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This estimate was computed as the difference between revenues received, if 
any, and the expense attributable to the categories of mail specified, which 
difference amounts to $131,863,000, an increase of $3,627,000 over the amount 
estimated for fiscal year 1959. The total loss on each category of mail was 
computed by comparing total expenditures for each with total revenue, if any, 
which was received for each respective category involved. 

The total revenue and expenditures attributable directly or indirectly to each 
category of service was developed by the use of the statistical and accounting 
procedures of the cost ascertainment system. 

An estimate for (K), free mailing privilege, absentee ballots, was not included 
because it will require an intensive study over a considerable period of time to 
determine not only the extent to which the mails are used for this purpose, 
but in addition a complete analysis by States of election laws and the extent to 
which absentee balloting is permitted their citizens in primary elections as well 
as general elections. 


LOSS ON NONPOSTAL SERVICES FOR OTHER AGENCIES, SUBSEC. 104(A)(3), DECREASE 
$506,000 


Analysis of loss 


[In thousands of dollars] 








Category 








Custodial and related services'to public build- 

REE EE ES VRE OS A SO 
Services for Civil Service Commission. 2 2, 465 
Sale of U.S. savings bonds and stamps... 
Sale of documenta: 41 411 
Official District of 


16,988 | 550 | 17,032 | 16,482 
































) Excludes civil service functions related to post office personnel, estimated at $1,250,000 per annum. 
2 Negotiations with U.S. Treasury Department for total reimbursement are in progress, 


In considering this loss it should be noted that there are certain expenditures 
made by other Government agencies for the direct benefit of the postal service 
but which are not reimbursed to such other agencies by the Department. The 
cost of these services performed for the Post Office by other agencies without 
reimbursement is estimated to amount to approximately $40 million for fiscal 
1959. On balance, therefore, it would appear that in this area of activity, rather 
than there being any public service loss, there is actually a net gain to the postal 
service, and the Congress may wish to take this into account in their determina- 
tion of public service loss. 

The slight reduction in the loss resulting from reimbursed services performed 
for other Government agencies in public buildings operated by Post Office pro- 
jected into 1960 reflects shifts in the occupancy of public building by Post Office 
and other agencies. However, the complete elimination of the loss on sale of 
bonds and stamps results from the recently adopted policy of the Post Office 
Department to negotiate with the United States Treasury for full recovery of 
cost of these services. 
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LOSS ON SPECIAL SERVICES, SUBSEC. 104(A)(4), DECREASE $2,239,600 
Analysis of loss 
[In thousands of dollars] 





1959 1960 
Increase 


Category or de- 
Esti- Esti- Esti- crease(—) 
mated mated mated 
revenue | expense expense 








46, 137 
fi 24, 059 
Collect-on-delivery § 21, 325 
Special delivery t 47, 928 
Money orders 

Postal savings... 
Box rents es . 
Certified mail (1, 607) ‘ 
Stamped envelope service 17, 379 (2, 780) e (2, 855) 





244, 007 24, 894 270, 643 22, 655 


























Note.—Figures in parentheses ( ) denote excess of revenue over expenditure. 


This request provides for the estimated loss incurred in performing special 
services such as cash on delivery, insured mail, special delivery, and money 
orders. Prior to enactment of Public Law 85-426 it was anticipated that special 
services would break even in fiscal 1958 as a result of the substantial rate in- 
creases instituted on July 1, 1957. The additional costs of pay and retirement 
subsequently occasioned by that law and other legislation will now result in a 
net loss in fiscal 1959 for this group of services. While this loss may be of 
temporary nature pending further possible adjustments in special service fees, it 
is, nevertheless, necessary to include this loss in this request for fiscal 1959 and 
1960 pending the results of further study. 


COST OF EXCESS RATES PAID TO FOREIGN AIR CARRIERS, SUBSECTION 104(A) (5), 
DECREASE $141,000 


This covers the estimated additional cost in fiscal 1959 and 1960 of transport- 
ing U.S. mail by foreign air carriers at a Universal Postal Union rate in excess 
of the rate prescribed for U.S. carriers. The employment of foreign air carriers 
at higher rates of compensation is clearly in the interests of the United States 
since foreign nations in turn employ U.S. carriers at these higher rates. The 
additional revenues received by U.S. carriers have contributed to the termination 


of subsidy payments to American overseas airlines by the Civil Aeronautics 
Board. 


The excess cost of transportation caused by this arrangement in 1959 
amounted to $1,141,000 whereas it is estimated that such excess will be reduced 
in 1960 to $1 million because of the anticipation that more U.S. mail will be 
carried by U.S. carriers instead of foreign carriers in that year. 


LANGUAGE 
The language proposed for this appropriation is as follows: 
“Post OFFICE DEPARTMENT 
“(Out of the General Fund) 
“Payment for public services 
“For payment into the postal revenues for public services, in accordance with 
section 104 of the Postal Policy Act of 1958 (72 Stat. 186, 137) ; $172 million.” 
BackGROUND STATEMENT ON PAYMENT FoR Pustic SErvIcEs 


Mr. Gary. If you have a general statement on this question of 
public services, the committee will be glad to hear it at this time. 
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Mr. Guerre. Thank you, Mr. Chairman. The following state- 
ment is designed simply to give the committee some background on 
this rather complicated matter, and I hope it will be helpful. 

Historically, whenever postal rate increases were wens ma by the 
Congress, opponents of such increases came before the committees of 
both Houses with the claim that rate increases would not be necessary 
if the Government would meet the cost of those postal-rate subsidies 
granted by the Congress in the public interest and not burden the 
mail patron with the cost of such subsidies. Recognizing the need 
to separate the cost of services performed for the public welfare from 
that incurred in providing mail service for individuals and business 
enterprises, the President, in a special message to the Congress on 
January 11, 1955, stated “Certain services which are performed by 
the Post Office, such as those for the blind, are a part of general 
welfare services. The cost of such services should not be borne by 
users of the mails. Expenditures for them, and for services performed 
for the Government, should be identified and met by direct appro- 

riation. 
' Identical bills (H.R. 5206 and S. 1033) were introduced during the 
first session of the 85th Congress by the chairmen of the House and 
Senate Post Office and Civil Service Committees to provide reimburse- 
ment to the Post Office Department from the general funds of the 
Treasury for the postal-rate subsidies extended to certain subclasses 
of mail carried either free of charge or at reduced rates of postage and 
the excess cost of transporting international mail by foreign flag air 
carriers. 

Testifying before the House Post Office Committee on March 7, 1957, 
in support of H.R. 5206, Mr. Maurice H. Stans, who was then serving 
as Deputy Postmaster General, advised the committee that enactment 
of legislation to provide reimbursement to the Department from the 
Treasury of revenues foregone through rate concessions deemed by the 
Congress to be beneficial to the American public generally was “* * * 
one of the few remaining actions needed to place the Department on a 
sound basis of accounting for the aggregate revenues and expenses of 
the postal service.” Mr. Stans indicated that the rate subsidies for 
which the Department would seek reimbursement under the act 
amounted to about $26.4 million based on fiscal 1956 experience, the 
latest figures available at that time. 

The House bill was reported on March 20, 1957. The report of the 
House Post Office and Civil Service Committee stated: “Through the 
years various laws which provided either free or reduced rates of post- 
age to certain categories of mail users were enacted by the Congress. 
The loss of revenue or price concessions resulting from these services 
increase the postal deficit. Because the services performed under these 
laws are for the general welfare and advance the programs of the 
Government generally, it is not believed practicable to charge any par- 
ticular Government agency for them. But neither should such services 
or subsidies be left in postal operations and thus increase the Depart- 
ment’s deficit * * *.” 

The report of the House committee traced the development of the 
principle of not requiring postal patrons to pay the cost of rate con- 
cessions granted in the interest of the Nation at large by citing the 
so-called Kelly law of 1930 which required the Postmaster General 
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to report, but only to report, to the Congress annually the revenues 
foregone owing to services performed free or at reduced rates of post- 
age. The House committee also indicated that the Kelly Act was 
inadequate and obsolete in its coverage and that new legislation had 
become necessary. 

On March 21, 1957, the Postmaster General appeared before the 
Senate Committee on Post Office and Civil Service to reiterate the 
position of tho Department in regard to public service costs and to 
refute the allegation of the Senate committee’s Citizens Advisory 
Council that no true deficit existed (in fiscal 1955) if all of the public 
service costs of the Post Office—estimated by the Advisory Council to 
amount to more than $392 million in fiscal 1955—were considered. 

Referring to the Citizens Advisory Council’s report as inaccurate, 
the Postmaster General estimated that the combined costs of postal 
rate subsidies and services performed for other Government agencies 
amounted to about $29 million in fiscal 1956. That figure is com- 
parable to the earlier figure. 

On February 24, 1958, the Senate committee reported a combined 
postal rate increase and postal policy bill. The bill reported by the 
Senate Post Office and Civil Service Committee, like that of the 
House committee, contained a list of public services for which reim- 
bursement was authorized but it differed from the House version in 
two important respects. To the list of rate concessions contained in 
the House bill, the Senate committee added other items of public 
service and a different concept of the measure of the amount of sub- 
sidy. Moreover, the bill reported by the Senate committee author- 


ized reimbursement to the revenues of the Post Office Department for 
each fiscal year of an amount deemed to be attributable to public serv- 
ices equal to 15 percentum of the total estimated expenditures of the 
Post Office Department thereby arbitrarily fixing a predetermined 
amount each year. Had this provision been enacted, the amount of 
public welfare expenditures for which the Department would be seek- 
ing an appropriation at this time would be + get $585 mil- 


lion for 1960. When the bill reported by the Senate committee was 
debated on the Senate floor, the chairman of the Senate Appropria- 
tions Committee, Mr. Hayden, introduced an amendment authorizing 
appropriations to the revenues of the Post Office Department for pub- 
lic welfare services of an amount “equal to the total estimated expendi- 
tures of the Post Office Department for the year for such public serv- 
ices as determined by the Congress in the appropriation act based 
upon budget estimates submitted to the Congress.” In amending the 
language of the Postal Policy Act to permit the Appropriations Com- 
mittees and the Congress in the appropriation act to be the final 
arbiters of the amount of the public service costs of the Post Office 
each year, Senator Hayden advised his colleagues that this “same 
rinciple was involved in a bill which was favorably reported to the 
ouse. 

Although the Hayden amendment made the determination of the 
amount of the public service expenditures subject to the discretion of 
the appropriations procedures, the list of public services contained in 
the bill reported by the Senate committee remains in the act. With 
regard to this list, Chairman Murray of the House Committee on Post 
Office and Civil Service made this statement on the floor of the House 
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at the time of the debate on the conference version of the bill which 
was ultimately adopted : 

There are certain features of the postal policy provisions which will raise very 
serious questions in the future when it comes to appropriations called for public 
service. It will be something that the Appropriations Committee will want to 
look very carefully at when it comes to making appropriations for the total loss 
of certain services as compared to our position on the loss of revenue. Also, it 
will be inappropriate, in my opinion, to provide a subsidy for the delivery of 
mail to individuals or star routes or fourth-class post offices when millions of 
others on rural routes and in cities receive their mail delivered without any 
indication that it is subsidized delivery. I believe the time will come when 
we will have to take care of the inconsistencies in the policies and prepare to 
support such revisions in line with the position of our committee and the House 
when this bill was before them last year. 

It is clear from the legislative history of the public service provi- 
sions of Public Law 85-426 that it was the intent of the Congress 
that the amount of the public service costs of the Post Office Depart- 
ment for which reimbursement should be made should be determined 
anew in each fiscal year in the appropriations process of the Congress. 

Paragraph (b) of section 104 of the Postal Policy Act of 1958 
requires that the Post Office Department submit budget estimates of 
the amount of the cost of public services enumerated in that section. 
In submitting to this committee estimates of public service costs of 
$172 million for fiscal 1960, the Department is adhering to the best 
of its ability to the requirements of section 104 of the Postal Policy 
Act. 

The final determination of the amount of the public service costs 
of the Post Office Department rests, of course, with the Congress. 

Then, Mr, Chairman, we have set forth in the formal justification 
to which I referred earlier our reasoning in connection with this 
whole public services problem in some detail. 

I would like to discuss paragraph (1) on page 606 of our justi- 
fication. Paragraph (1) of subsection 104(a) of the list of public 
services has to do with, and I quote the law, “The total loss resulting 
from the transmission of matter in the mails free of postage or at re- 
duced rates of postage, as provided by statute, including the follow- 
ing.” Then there follows a list of those subclasses of mail that re- 
ceive rate concessions. 

As a matter of emphasis, I would like to read the first paragraph 
of our justification on paragraph (1), as follows: 

“This estimate covers the larger of two amounts, computed under 
different interpretations of the statute, as to the total loss resulting 
from the transmission of matter in the mails free of postage, or at 
reduced rates of postage. The Post Office Department has consist- 
ently expressed the view that the ‘loss’ on mails moving at reduced 
rates of postage is the amount of revenue which is foregone owing to 
the application of such reduced rates, as compared with the rates 
otherwise payable. Under this interpretation a total loss of about 
$36.4 million is attributable to the public services enumerated in sub- 
section 104(a) (1).” 
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REVENUES, EXPENSES, AND RATE CONCESSIONS ON FREE AND PREFERRED 
RATE MAIL 


In this connection I would like to submit a table similar to the 
table prepared by the General Accounting Office when it made a re- 
view of our methods of calculating the total amount for public serv- 
ices for Senator Hayden at his request last year. The General Ac- 
counting Office in its review included, when discussing this paragraph 
(1), a table which showed not only the total loss but also beside it 
the revenue which was foregone as a result of rate concessions, 

Our 1960 table, made in the same manner as the GAO table, shows 
that while the rate concessions amount to only $36 million, the total 
loss, excluding the concessions—which we are required by our inter- 
pretation of the law to put in here—amounts to $95 million. 

Mr. Gary. We shall insert that in the record at this point, with- 
out objection. 

(The information referred to is as follows :) 


Estimated revenues, expenses, and rate concessions on free and preferred rate mail, 
fiscal year 1960 


[Thousands of dollars] 





Estimated 





Rate con- | Total loss 
Revenue Total loss | cessions excluding 
concessions 





2d-class mail: 
Reduced rate mailings: Newspapers 
and periodicals of certain nonprofit 
or izations___-_- \ 69, 194 
Free-in-county mails 15, 541 849 
Reduced rate mailings: Exempt 2d- ; 
class publications for religious and 
classroo 





3, 412 2, 888 319 


Total, 2d class 88, 147 82, 381 5, 784 
3d-class mail: Reduced rates, exempt 3d- 
class mailings of nonprofit organizations 
(total, 3d class) 13, 246 45, 408 32, 162 13, 262 


Total, 2d and 3d class 19, 012 133, 555 114, 543 19, 046 


4th-class mail: 
Reduced rate mailings, books 25, 739 39, 526 13, 787 13, 787 
Redreced rate mailings, library books. - 739 4 . 2, 25: 
Publications for blind at reduced rates. 70 57 














Total, 4th class 42, 587 16, 096 16, 096 
ist-class mail, all others ! 1, 224 1, 224 1, 443 





Total 177, 366 131, 863 36, 585 























1 These items are classified as 1st-class mail, although minor amounts of other classes of mail are included. 


Mr. Grtuerre. Our estimate as presented to this committee, as 
stated in the justification, was computed as the difference between 
the revenues received, if any, and the expense attributable to the cate- 
gories of mail specified, which difference amounts to $131,863,000, an 
increase of $3,627,000 over the amount estimated for fiscal year 1959. 
The total loss on each category of mail was computed by comparing 
total expenditures for each with total revenues, if any, which was 
received for each respective category involved. 

. ae. Gary. Mr. Canfield, do you have any questions on public serv- 
ices ? 
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Mr. Canrtetp. No, but I want to subscribe to the statement you 
made earlier this afternoon respecting the charges made against the 
Post Office Department for public services, which charges should be 
attributed to the functioning of the Department itself. 

Mr. Passman. Mr. Chairman, I subscribe also to your remarks ear- 
lier this afternoon. I think it would be pertinent to this general sub- 
ject, to which we may not return, if I were to say this: 

All your manufacturers, whether book manufacturers, religious, or 
otherwise, have budgets just like businesses have budgets. We should 
put this Government on a business basis. 

Any man who is accustomed to working with figures and balancing 
a statement of his own rameesevstbuanrtr; I do—cannot help but be 
frightened about the amount of money we spend every year for these 
additional services. I have long advocated putting the postal opera- 
tions on a self-sustaining basis. I have made that statement at home 
and I have stated that I do not believe in subsidizing a church or re- 
ligious book any more than any other organization use they can 
work it into their budget. 

My own church people jumped on me. We have a very large 
church, and I think our budget is $160,000 this year. When the let- 
ters began to pour in, I thought Imust have advocated something that 
would absolutely ruin my church. I got.in touch with the Postmaster 
General to ascertain just how much my church was paying to put out 
the little Baptist Informer. I found it cost them $8.79 for a full year. 
Why, that much change hit the plate before the usher got half way 
down the aisle. 

It is not the church people who are affected, but it is these people 
who are printing religious books for profit. I would not subsidize 
a church any more than any other organization. Let them get on a 
self-supporting basis and stop dneation these subsidies. 

Mr. Piut0n. I would like to wholeheartedly subscribe to the gen- 
eral principles stated here by the chairman and by the Postmaster 
General and by my colleague, that as far as practical all Post Office 
services should be self-supporting. 

I would like to assure the chairman I will lend full support to any 
practical measures we can evolve in this committee to bring about 
that result. 

Mr. Sreep. Mr. Chairman, I have no statement to make here at 
thistime. I think ae are on the right track. 

Mr. Giterre. I might mention before you proceed to another 
subject that the President will shortly send up a supplemental appro- 
priation for 1959 with an estimate of $171,259,000 for public services 
in accordance with Public Law 85-426. 

I do not know whether this supplemental request will come before 
this committee or before the a that has been set up to 
handle all supplemental appropriations. 

Mr. Gary. We do not know either. That is a new committee. I 
say it is a new committee. At one time we did have a Deficiencies 
Committee that handled all deficiencies. Then the chairman changed 
the policy and decided to let each subcommittee handle the supple- 
mentals for the Departments under its jurisdiction. But he has now 
set up another Deficiencies Committee. Whether it is his policy to go 
back to the old policy, I do not know. 
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QUESTION OF DUPLICATION IN INSPECTION WORK 


Mr. Gary. General, on this reorganization that you had a short 
time ago, I was in hopes you were going to eliminate some duplica- 
tions, but have you? 

I am referring particularly to abolishing the district offices. You 
have converted your district force to field officers, and it seems to me 
you have the regional office, the field service, the internal audit, and 
the inspectors all making practically the same audits and inspections. 
In an examination of post offices and postal services you have your 
regional office and your field officers examining your operations to 
try to improve them; you have your inspectors examining them; and 
in have your station examiners examining them; then frequently you 

ave special inspectors out of Washington. It just looks to me like 
you have an awful duplication of service there. 

Mr. Summerrievp. I will take one point at a time, if you don’t 
mind, 

Naturally in the regional offices we have accounting departments 
who keep track of the records from day to day and item by item. 
Obviously we have to. The Post Office Department last year handled 
over $20 billion in money and that is a lot of money. Accurate 
records have to be kept and constantly. 

Again, the Postal Inspection Service comes in and they make their 
audits periodically, the reason being—which is a long established 
custom—that the same people who are responsible for the handling 
of everyday transactions should not be checking themselves any more 
than in private business. In private business once a year or more 
often you have an independent accounting firm come in and audit 
the accounts. That is a protection to the public. Certainly history 
proves pretty well that that system has been completely justified. 

As far as duplication in operations, we are proud of the record we 
have made thus far. I will ask Mr. McKibbin to comment in more 
detail on that matter. 

We must remember that in this great program of ours, which this 
committee has been so helpful in assisting us to accomplish, we are 
constantly changing the system of transportation, adopting new 
methods, and so forth, and there could never be an interruption of 
mail for a single day in any part of the country. So, obviously, when 
you move into a new area with a new program or project you have 
to feel your way in it before you remove the people who have been do- 
ing the work by another method. But once you get it established. 
then by attrition you make your adjustments. 

Mr. McKibbin, would you care to comment on that further? 

Mr. McKeen. There is really no conflict between inspection and 
operations. Actually post office inspections are usually on a once-a- 
year basis for the great majority of Ye offices—— 

Mr. Gary. Right there, you understand, General, as chairman of 
this subcommittee I get letters from a great many postmasters with 
suggestions, and I have several of them here. I do not want you to 
think they come from postmasters in my district, because I get them 
from elsewhere. 

A postmaster reported to me some time ago that you have these 
station inspectors. 

Mr. McKiser. Station examiners. 




















59 


Mr. Gary. He said the station examiners go out and examine the 
various stations, that he himself did not know when they were going 
to these stations to examine them, which is perfectly proper, but he 
said the inspectors required the examiner to notify them when he is 
going to the station to make an examination and the inspector 
with him. The examiner reports to the postmaster and then a short 
time afterward he gets another report from the inspector, that comes 
to Washington and is referred to the regional office, and a short time 
after that he gets a third report from the regional office. That seems 
to me to be duplication. 

Mr. SumMeERFIELD. Off the record. 

(Discussion off the record.) 

Mr. Sreruens. Mr. Chairman, I think it is quite important that 
we correct any misunderstanding about duplication. The method of 
examining stations of post offices and the association of inspectors 
with the examiners is designed for the exact purpose of avoiding 
duplication. Over the years inspectors made independent inspections 
of all post-office stations. The postmaster, to protect his own accounta- 
bility, had a group of station examiners who once a month, according 
to regulations, would make an independent check so that he might 
be advised a dozen times a year that his accountability was being 
protected. 

We proposed a few years ago that instead of both of us making 
independent inspections, that we go with the examiners and, in as- 
sociating with them, satisfy ourselves that they were making a com- 
ram audit, that the Department’s standards and safeguards were 

ing protected, and that the postmaster would be advised once of 
the inspection of the office. We make these joint examinations perhaps 
oncea year. The station examiner, independently, makes his examina- 
tions more frequently. 

So the very opposite is true as to the statement in this letter that 
there is overlapping. 

If I may mention, I occasionally hear these allegations of overlap- 
ping, too. I hear those statements occasionally. They are usually 
identifiable. They come from a few sources, and, however inaccurate, 
they do tend to confuse. A lot of the time and energy of management 
has been used to look into such allegations, time that is urgently needed 
to protect the Department’s interests in trying to cover the defined 
areas of our responsibility. As between the field services officers 
the mobile services officers, and any other management in the field, I 
say there is no overlapping. 

Mr. Gary. You say they examine those records once a month. Do 
you send men with them every time they go? 

_Mr. Srepuens. No, sir; just once a year. Our program for a long 
time has contemplated an examination and an inspection of each 
postal installation once a year, so that we can certify to the Post- 
master General and to the administrative officers as to the condition 
of the installations. 

Station examiners over the years did audit the accounts of stations 
once a month. More recently the frequency has been reduced. But 
you understand these examiners are representatives of the postmaster, 
examining his finances and reporting to him that the many thousands 
of dollars for which he is responsible are being protected. Once a 
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year we examine, with them, the adequacy of their audit to satisfy 
ourselves, independently, that the postmaster’s interests, along with 
those of the Department, are being puree. So where there was 
once duplication it has been eliminated and we think there is adequate 
control. ; fj 

Mr. Gitetre. The station examiners are part of the chief ac- 
countant’s office in the post office. So they are working for the 
postmaster. 

INTERNAL AUDITS 


Mr. Gary. The chief accountant was intended originally to con- 
duct the internal audit but that has been changed to. the chief 
inspector ¢ 

Mr. Sreruens. The internal audit originally was in the Bureau of 
Finance. 

Mr. Gary. But you do the examining of the individual post offices? 

Mr. Steruens. That is right. Inspectors are charged by law with 
the audit-inspection of post offices and other installations. 

Mr. Gary. Which really is not an internal audit at all, it is a check 
by the inspectors? 

Mr. Sreruens. You are speaking with reference to these station 
examiners? 

Mr. Gary. No, I am speaking with reference to the entire internal 
audit program. 

Mr. Stepuens. The Director of the Internal Audit will appear here, 
but there are two phases of this audit program. The internal auditors 
spend most of their efforts in auditing and examining controls in the 
regional controller offices, in the big financial areas. They join with 
inspectors, much as inspectors do with station examiners, in the audit- 
ing of several large post offices a year, again for the purpose of satisfy- 
ing themselves, according to professional auditing standards, that the 
methods employed in auditing the post office accounts meet the De- 
partment’s standards and the General Accounting Office’s standards. 
We are associated together with these two areas. The activities are 
coordinated, we think very beneficially. 

Mr. Gary. But in the original Reorganization Act it was intended 
that the internal audit would be made by the regional controller’s office 
and now it has been combined with the inspector’s office? 

Mr. Sreruens. As far as I know it was never contemplated that 
internal auditors would work through the regional controller. Rather 
auditors examine the regional controller’s office. 

Mr. Gary. The regional controller’s office was intended to make 
the internal audit, was it not? 

Mr. Stepuens. That is not my understanding. 

Mr. Gary. That was my understanding. 

Mr. Steruens. Initially it was assigned to the Bureau of Finance, 
and then upon recommendation of the General Accounting Office and 
others it was transferred to the Bureau of the Chief Inspector, largely 
to prevent, again, more overlapping and better to coordinate the two 
related functions. 

Mr. Guetre. Mr. Chairman, the Internal Audit Division was in the 
Bureau of Finance until 1957, but it always acted completely inde- 
pendently of the regional controller’s office. 
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Mr. Gary. Is not the regional controller’s office in the Bureau of 
Finance? 

Mr. Gittetrr. The regional controller’s office is in the Bureau of 
Operations administratively. It gets technical guidance, only, from 
the Bureau of Finance. 

Mr. Gary. What does the Bureau of Finance do? 

Mr. Grterre. The Bureau of Finance provides technical guidance 
to the regional controllers by establishing procedures and policies. It 
works closely with the regional controllers in supervising the quality 
of their work, but it does not have line authority over the regional 
controllers. It has concurrence in the establishment of their positions, 
that is the number, in the regional controller’s office, and the staffing 
pattern is subject to approval by the Bureau of Finance. This is true 
of other staff bureaus in relation to their counterparts in the regional 
offices such as personnel, for example, in which General Lyons, who is 
in charge of the Bureau of Personnel, gives technical guidance to the 
personnel officers. But they are responsible to the regional director, 
who, in turn, is responsible to Mr. McKibbin. 

Mr. Gary. When the regional inspectors make an inspection, to 
whom do they report ? 

Mr. Giterre. Directly to the inspector in charge of that region 
and he in turn to Mr. Stephens. 

Mr. Gary. Where does the Bureau of Finance come in? 

Mr. Gittetre. The Bureau of Finance, Mr. Gary, had a Division 
of Internal Audit which was transferred bodily to the Chief Inspec- 
tor’s Office but it remained as a complete separate entity. This is a 
Division of Internal Audit, responsible to the Chief Postal Inspector. 
It develops standards under which the service inspections audits post 
offices, but it audits headquarters finances and the regional office 
finances, acting as a separate entity. 

Mr. Summerrte.p. I think the Chief Inspector can give us the his- 
tory of the transition. 

Mr. Sreruens. The internal audit initially—and this was only 4 
years ago—was assigned temporarily to the Bureau of Finance. It 
made internal audits independently. We found many of these activ- 
ities were closely related to those of inspectors. Frequently they were 
conferring together on perhaps embezzlement cases and such. 

The General Accounting Office made a very extensive study of the 
organizational plan, as did the House Post Office and Civil Service 
Committee, and they strongly recommended that the Division of In- 
ternal Audit be made a separate division of the bureau of the Chief 
Inspector. That same plan is advocated by the General Accounting 
Office in a publication of about a year ago recommending organiza- 
tional guidelines for realistic internal fon and inspection activ- 
ity in Government. I think you will find we are operating exactly as 
they prescribed. 

Mr. Gary. Are all your auditors accountants? 

Mr. Sreruens. Yes. 

Mr. Gary. Do you send an auditor and then special inspectors? 

Mr. Sreruens. No. The internal auditors, at least half of them, 
are CPAs, as are now some of the inspectors. The auditors engage 
mostly in the areas of the larger financial transactions, such as air 
mail payments, procurement, etc. They certify once a year to the 
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Postmaster General on the accuracy of the financial statements of the 
Post Office Department. That is a certification we have never here- 
tofore had. ey are engaged primarily in those areas. 

Inspectors make a joint audit-inspection of post offices. They do 
it at one time. They do it under standards that are jointly compiled 
by internal audit, under their professional advice, under the experience 
of the Bureau of Finance and under suggestions of the General 
Accounting Office. 

Mr. Gary. How many divisions of the Post Office Department send 
supervisors or inspectors to the local post offices for various purposes 
to check on their activities ? 

Mr. Stepuens. Insofar as inspections and audits are concerned, one 
Bureau only. As far as administrative matters are concerned, each 
of the Bureaus, I believe, has responsibilities that require visits from 
some of the administrative management. 

Mr. Gary. From the regional offices ? 

Mr. Steruens. From the regional offices. 

Mr. Gary. Then insofar as the expediting of mail, they are super- 
vised by these field offices ? 

Mr. Steruens. That is correct. 

Mr. Gary. Are there any others, now? There is the regional man- 
ager, the auditing department, the field officers, the inspectors; are 
there any others? 

Mr. Sreruens. As far as the auditing and inspection is concerned, 
there is one visit. 

Mr. Gary. Do you not have inspectors that inspect the mail routes? 

Mr. Streruens. We have, on occasion, at the request of the Bureau 
of Operations, where there is a particular problem or a controversy as 
to conditions prevailing. We frequently are asked to make an investi- 
gation and an independent report. 

Mr. Gary. In my district I have had numerous conferences with 
your inspectors, who have inspected at times an entire county. 

Mr. STEPHENS. Occasionally they have. 

Mr. Gary. That is to improve the delivery of mail? 

Mr. Srepnens. They look into some particular service operating 
problem, generally. In your area, as elsewhere, a year or more ago we 
did survey for the Department entire counties. 

Mr. Gary. Yes; you did. 

Mr. Sreruens. To determine whether or not small offices should 
beclosed. Many of those were controversial cases. 

Mr. Gary. That is right. 

Mr. SterHens. We made investigations and documented the cases. 

Mr. Gary. That is right, and I had numerous conferences with 
inspectors. Do not the field officers do the same thing? 

Mr. SrepHens. Field service officers would handle day-to-day oper- 
ating problems. We do, incident to inspections, make reports inde- 
pendently on conditions and needs. Those are reports on manage- 
ment, on the efficiency of operation, and they are reports that are 
made for management so that the field service officers or others may 
be advised of points where special attention is needed. In that con- 
nection the inspection program has been expanded. We have tried 
to make them as professional as we can make them so management 
can rely upon those reports to determine those offices where there may 
be special administrative problems. 
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Mr. Gary. That is the problem of your regional office ? 

Mr. Sterpuens. I am saying that with these reports the regional 
officer can determine where he would want to give special attention, 
also where conditions are such that another visit is not necessary, and 
overlapping travel can be avoided. 

Mr. Gary. Mr. McKibbin, you may want to comment on that. It 
seems to me there is a lot of duplication. 

Mr. McKiuspin. The regional director has line responsibility over 
all installations. He is represented in the field by a number of field 
services officers. ‘They have the administrative responsibility of work- 
ing with the postmasters in the movement of mail between post offices 
and through post offices. 

We have now approximately 250 field services officers. They are 
working on problems of the interchange of mail between 44,000 postal 
installations. 

The point Mr, Stephens was making was that there are cases where 
you have large post offices—Baltimore is a recent example—where 
we have asked a group of specialized people in the inspection service 
to make a specific study of the Baltimore post office because we do 
not have enough field service officers available to study all the opera- 
tions in a given post office for any length of time. In such cases we 
ask the postal inspectors to make the study, which is then submitted 
to the regional management for administrative action. 

- Mr. Gary. Now, where do the field service officers who used to be 
the district officers fit in? 

Mr. McKipsrn. Prior to the regional reorganization we had 110 
transportation district offices and 91 operations district offices. The 
management of those offices, the district manager and his assistant, 
became field services officers and mobile services officers. Their knowl- 
edge as district managers is not lost but is used more effectively by 
working more closely with the installation. These men are in the 
field working with installations under the direction of the regional 
director. 

HANDLING OF CHRISTMAS MAIL 


Mr. Gary. General, you mentioned Christmas mail. Apparently 
you were very successful throughout the United States in handling 
your Christmas mail this year, 

Mr. SuMMERFIELD. Yes, we were. 

Mr. Gary. I asked my Richmond postmaster to get up some figures 
for me as to what he did in his post office, and apparently he had a 
very excellent record. I know they handled the mail very well in 
getting it out on time, but apparently they handled a large increase 
in volume at less cost than they did the year before. I think it showed 
up very well and I think that is pretty much the story throughout 
the United States. 

Mr. Gitterre. We handled about a 1-percent increase in volume in 
the 60 largest post offices during the sixth and seventh accounting 
periods, which covers the Christmas period, with about 1 percent less 
total man-hours. 

Mr. Gary. In Richmond there was a 2.2-percent increase in volume 
on outgoing mail and a 4.4-percent increase in incoming mail, and 
an increase of 5.6 percent in parcel post, and an increase of 26.2 per- 
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cent in receipts, and a decrease of 4.6 percent in Christmas assistance, 
a decrease of 15.1 percent in carrier hours, and an increase of only 9.2 
percent in hours of regular employees and an increase of only 7.9 per- 
cent in hours of carriers, with a decrease of 4.4 percent of overtime 
for clerks and a decrease of 7.1 percent of overtime for carriers. So 
apparently they made a very excellent record. I was interested in 
this and I asked the postmaster to supply me with these figures. He 
did it at my request. 

Off the record. 

(Discussion off the record. ) 

Mr. Gary. We will recess until 10 o’clock tomorrow morning. 


Turspay, Frsruary 10, 1959. 
PROMOTION OF POSTMASTERS TO REGIONAL POSTS 


Mr. Gary. General, I stated yesterday that I had several matters 
in connection with personnel which I wanted to discuss. I think most 
of them can be handled with Mr. Lyons when he testifies before the 
committee on the appropriations for his department. 

One of the questions is that some of the postmasters feel that they 
are not being given the proper consideration for promotion to the 
regional jobs. 

r. SUMMERFIELD. Have you had many letters complaining of that 
situation ? 

Mr. Gary. I have had some. I have had some suggestions from the 
postmasters that clerks are frequently selected over the postmasters 
for regional jobs. The clerks who previously had been under the 
postmaster become more or less the supervisor over the postmaster. 

Mr. Summerriexp. I shall be very happy to review that with Gen- 
eral Lyons. I will say, however, Mr. Chairman and members of the 
committee, that that is a matter we have been discussing, not on the 
basis of any complaints that we have received, but because we need 
skillful people. 

Mr. Gary. That is the point. The postmasters were not decrying 
the fact that they had not been appointed, but that by taking clerks 
below the postmaster, you have selected people who have not had the 
experience, and certainly not the administrative experience, and put 
them over the postmaster under whom they served. It is their conten- 
tion that if you gave more consideration to the promotion of post- 
masters it might improve your personnel and at the same time give 
some additional incentive to postmasters. 

Mr. SummerriesD. I think it is a good point to raise, and we cer- 
tainly shall be happy to review it. 

I might say, however, that on numerous occasions we have found 
that people on the second and third levels of management in certain 
post offices have been much more capable and able and better adminis- 
trators than the postmasters themselves. As you know, many post- 
masters retain their position because they are doing a passably good 
job. As you know, they are all Presidential appointments and they 
cannot be removed because they do not possess the maximum ability 
that we might hope to have in a particular post office. 
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Mr. Gary. Of course, if the postmaster’s record does not merit the 
promotion, he ought not to have it. But the thought was just that 
they are not given any consideration now at all, and that you might 
give them some consideration for these appointments. 

Mr. SuMMERFIELD. We shall be very happy to review it. 

Mr. Gary. I can assure you I do not know of a single postmaster 
who wants one of the jobs. I feel quite certain that my postmaster 
in Richmond does not. It is a question which has been raised, and I 
thought I should bring it to your attention. 

Mr. Lyons. May I comment on that? First of all, I am rather 
puzzled by the question because I know of no clerk that has been 
appointed to a regional position. I doubt if a clerk would meet the 
qualifications standards which have been established and which fol- 
low the standards established for those positions by the Civil Service 
Commission. 

Mr. Gary. Are you talking about the regional directors? 

Mr. Lyons. No, sir. I am talking about all the positions in the 
region which might involve direct or indirect authority over post- 
masters, including the field service officer positions and others. We 
have had quite a number of assistant postmasters and general super- 
intendents of mail in offices who were promoted originally to the 
district. offices and who are now field service officers. We have pro- 
moted quite a number of postmasiers, also, to those positions. The 
Bureau of Personnel does not select those who are promoted. That 
is a prerogative of the Bureau of Operations through their regional 
directors. But we do furnish a list of qualified people from whom 
the selections are made. 

Of late, during the last year for example, there have been almost no 
additions to the regional staff with the exception of a chief engineer, 
and in that position, of course, the qualifications were an engineering 
degree and substantial engineering experience. The regional offices 
have been reducing their complement all year long steadily, as Mr. 
McKibbin indicated in his opening statement. I believe the number 
is 450 less than we started with at the beginning of fisca] 1958, so there 
have been extremely few promotions during the year to regional jobs. 


EXAMINATIONS FOR POSTAL SUPERVISORS 


_ Mr. Gary. I have also had complaints, and quite a few of them, 
General, on the examinations being given. The suggestion is being 
made that you are not giving sufficient consideration to a person’s 
experience in the postal service. I do know that is applicable not 
only to your Department but to some of the other departments. In- 
ternal Revenue gave some examinations in Richmond not long ago, 
and, as a result of them, some of the older men in the service did not 
qualify under the examination. I remember one case particularly. 
A revenue agent who had B.A. and M.A. college degrees—I am sure 
he had his B.A. degree and I am quite certain he had his M.A. de- 
gree—and had been in the Department for 12 years, and for some 
reason he did not pass the examination. They apparently had a simi- 
lar situation all over the United States. Finally, they realized that 
they had not given sufficient consideration to the experience in the 
Service, and they made some changes in their method of evaluation. 
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I asked one of the persons complaining of your examination if he 
would reduce his complaint to writing and tell me just what objections 
hehad. Hedid,and here it is: 

“I wish to bring to your attention some things that I believe to be 
detrimental to the postal service and some suggestions to correct them. 

“I do not doubt that the present method of selecting postal super- 
visors by having postal clerks pass an examination was intended to 
be fair to all, to give all the eligible clerks an equal chance, and to 
prevent favoritism. 

“T regret to say that I believe the present method of examining postal 
clerks for the position of supervisor is unfair both to the clerks and to 
the postal service. 

“Recently at the post office where I work, examinations have been 
held for supervisors. I am told that 150 questions were asked the 
applicants. No question was about the rate of postage on any class 
of mail, schedules, size mailable, weight, packing, what is mailable or 
unmailable, or any law or regulation concerning the postal service. 

“The questions were matters of general knowledge and on how to 
handleemployees. Let me give anexample. A supervisor knows that 
a certain new employee is not doing his part. What should the super- 
visor do? Four answers are given, and the applicant would check 
what he thought to be the right answer. The answers listed were: 
‘Ignore him.’ ‘Put an old employee to work with him.’ ‘Instruct 
him.’ ‘Fire him.’ By the law of averages anyone, whether or not 
he knows the right answer, will sometimes check the right answer. 

“General knowledge is good. However, I believe it is imperative 
that a supervisor in any business be acquainted with the work that he 
is supervising. There is no substitute for knowledge. 

“To correct the above mistake I suggest that examinations for post 
office supervisors be composed of 70 percent of questions concerning 
the postal service. 

“T also suggest that all answers to the examination questions be writ- 
ten in and that the practice of giving several answers to the various 
— and having the applicant check the ones he thinks is right be 

iscontinued. 

“When an applicant writes the right answer it is evident that he 
knows the right answer. 

“At my post office some of the best clerks have failed to pass the 
examinations, while some mediocre and trifling clerks have passed. 
Had the questions been on things concerning the postal service, I 
am sure that the results would have been reversed. As it is, some of 
our best clerks have been denied a promotion and the postal service 
has lost good supervisors. 

“Unless a postal supervisor has a knowledge of postal matters, he 
will have to be ‘carried’ by those under him. General knowledge 
and accidentally checking the right answers will not suffice when the 
supervisor has to give the right answer to a postal question. 

‘In addition to the examination taken by the postal clerk for postal 
supervisor, I suggest that his record be considered, whether or not 
he is congenial and reliable, and his moral conduct should be con- 
sidered as to his fitness to be a supervisor.” 

Mr. Summerrie.p. Very interesting. Any comments, General 
Lyons? 
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Mr. Lyons. Yes, sir. 

Mr. Chairman, since the Bureau of Personnel is responsible for 
those examinations, I should like to tell you a little bit about them. 

First of all, the examination started in 1954. It had been the prac- 
tice in many offices to promote men on length of service alone. In 
other words, the senior man obtained the promotion. There were 
many accusations of favoritism. So the Postmaster General ordered 
a supervisory examination from which an eligible register would be 
obtained, The first examinations contained about 70 percent postal 
questions. The National Association of Letter Carriers protested 
that experience could be taken into consideration without using 
largely postal questions in the examination, because they claimed 
that all of the letter carriers were very much handicapped on ques- 
tions to which only postal clerk experience was applicable. As we 
refined the examination it became 50 percent an intelligence test and 
50 percent a qualities of leadership test, both of which type of tests 
have been validated over many years by large universities, including 
Purdue and Minnesota, and by the Civil Service Commission. 

After administering the test—and, as I mentioned in my testimony, 
48,000 employees took it at the last examination, which indicates their 
confidence in it—approximately the upper 30 percent make up an 
eligible register. The postmaster or other promoting officer is then 
instructed that he must choose his supervisors from that upper 30 per- 
cent, which contains a substantial number of names and far more 
names than it would be possible to promote. He is then instructed to 
take into consideration in making that choice the individual’s ex- 
perience in connection with the position to be filled, clerical experi- 
ence or carrier experience or whatever it may be, his length of service 
in the post office, how he gets along with his fellow employees, his 

ersonal appearance, and his record insofar as being on time, absentee- 
ism, and all of those things. Then the postmaster chooses the man he 
thinks best qualified from the register. 

In other words, the test is a screening device to obtain for the post- 
master a list of men and women in his office who meet a certain intelli- 
gence level and who exhibit certain qualities of leadership. The num- 
ber on the register is so large that the postmaster has a very con- 
siderable choice. 

Mr. Gary. That would not be true in small offices. 

Mr. Lyons. Well, we do not give it in an office of less than 100 em- 
ployees, sir. The reason we do not is that it is felt that the postmaster 
intimately knows the qualities of the people in the smaller office, so 
eligibility on the test is not necessary in these small offices. It is only 
in the offices where the postmaster cannot possibly know intimately 
each employee that the test is used, 


CLASSIFICATION OF EMPLOYEES 


Mr. Gary. What about your backlog, Mr. Lyons? I am receiving 
some complaints on the delay in cudivine and approving classifica- 
tions of employees. 

Mr. Lyons. The administration of Public Law 68, the salary level, do 
you mean, sir? 

Mr. Gary. Yes. 
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Mr. Lyons. We did get behind somewhat during the year, sir, be- 
cause of the major changes in field organization which necessitated the 
writing of new position descriptions. However, at the present time 
the Director of the Compensation’ Division assures me that we are 
fairly well up to date. few of the regions have some backlogs in 
areas where post offices are expanding quite rapidly. We have been 
devoting a great deal of time during the last year to auditing the posi- 
tions, in other words, taking another look in some offices to be sure 
that the grade is correct. But generally speaking we are fairly well up 
to date now, I am informed. 

Mr. Canrtetp. General Summerfield, I think you and the Depart- 
ment generally are to be commended on your service programs. 
Speaking as one Member of the Congress and a member of this sub- 
committee, I receive comparatively few complaints regarding service. 
I have in mind the fact that the Department is currently distributing 
more than 60 billion pieces of mail. I represent several hundred 
thousand people in North Jersey, and those people write a lot of let- 
ters. At the most I get just a handful of complaints each year, and 
usually they are ironed out. 

I am glad to see the emphasis which is being placed on the so-called 
metro program. Certainly in the metropolitan area of New York it 
is paying off. Some months ago there were a few complaints, espe- 
cially regarding the delivery of special delivery mail. 

I like the punchlines you used on page 1 of your presentation point- 
ing to the Department’s interest as well as this committee’s interest in 
the allover program of taking the burden of growing postal deficits off 
the back of the general taxpayer and placing it on the users of the 
mails, where it belongs. It certainly will be utopia when the Congress 
as a whole recognizes the importance of that very desirable effect, and 
most certainly this committee will do all it can to promote it. 


MODERNIZATION OF POSTAL FACILITIES 


I am concerned, as I am sure all members of this committee are, with 
the deterioration of the post office plant. Many Members of Congress 
are beginning to become more aware of the problems caused by obso- 
lescence. General, what money is there in the 1959 bill and what 
money is requested in the 1960 bill for the postal modernization fund ? 

Mr. SumMeERFIEeLD. General Sessions will give ~ the figures. 

Mr. Sesstons. In the postal modernization fund, there was nothing 
in the 1959 request. In 1960, there is $88.5 million for total postal 
modernization. That is broken down between contract research and 
development and engineering, $9,740,000, building and equipment im- 
provement program totaling $77,031,000, and engineering and tech- 
nical services $1,729,000, making a total of $88,500,000. 

Mr. Canrtetp. But there is money for the construction of new 
buildings through private enterprise, such buildings to be used on 
a lease or rental basis over a period of years, this money being in 
both the 1959 and 1960 bills. Can you tell me about that? 

Mr. Sesstons. Yes. Is it 1959, you are referring to, Mr. Canfield ? 

Mr. Canrietp. Yes. 

Mr. Sesstons. In 1959 in the capital and research program we 
had $41,836,000 for the buildings and equipment. Did you want 
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to include the equipment and vehicles for this program? The equip- 
ment for the standard program was $16,579,000, and the vehicle 
procurement was $10,510,000, making a total in the facilities group of 
$68,925,000. 

Then in addition to that we have some items of research which 
amounted to $4,367,000, giving a total of $73,292,000. 


MAIL RATE CASES 


Mr. Canrretp. Mr. Warburton discussed briefly CAB cases yes- 
terday, and there was an indication, I believe, either in his statement 
or in the justifications, that some of those cases dated back to 1953. 
What would that involve? 

Mr. Warsurton. Congressman, one of the cases that dates back 
that far is the Transoceanic Mail case and the other is the Braniff 
International Operations case. Those are the only two. Those are 
reopened cases. 

To give you a brief description of them, in the Transatlantic Mail 
Rates cases, CAB Docket No. 1706, the CAB’s mail rate order in this 
case was remanded by the court of appeals because of participation 
in the decision by CAB Chairman Rizley, who previously served 
as the solicitor for POD. In this case, CAB must fix responsibility 
for pilots and navigator strikes occurring in 1947-53 on TWA and 
American Overseas Airways. The latter company, of course, was 
taken over by Pan American. CAB has heretofore computed the 
dollar amount at $3,305,000, and one of the points at issue, of course, is 
that if the management was not at fault, such amount plus tax allow- 
ances of about $3,500,000 must be added to the carrier’s subsidy. 

Also involved is the issue of whether TWA should receive an allow- 
ance for deferred taxes resulting from accelerated tax rates. CAB 
previously denied this in a 3 to 2 decision with Mr. Rizley voting with 
the majority. The amount involved in that aspect, Congressman, is 
approximately $6,230,000, including taxes. 

If the CAB sustains its former positions in the light of the pay- 
ments already made, the Department will recover approximately 
$7,800,000 from TWA and will have to pay Pan Am approximately 
$160,000. If CAB changes from its former position and sustains 
the carriers’ tariff contentions, the result will be to wipe out the offset 
recovery and the Department will have to pay out about $5 million 
more to the carriers. No decision has been taken by the CAB in 
this case. 

In the Braniff International Operations case, CAB Docket No. 
5142, this case involved Braniff’s mail rate for the period June 4, 
1958, through December 31, 1953. The question involved is the dollar 
amount of excess profits from the carrier’s domestic operations which 
will be offset. against the carrier’s need for subsidy fer its interna- 
tional operations. CAB has taken no action on this matter pending 
settlement in other cases with principles similar to this particular 
case. Approximately $1 million may be saved to the Department 
in this proceeding when it is finally taken to its conclusion and, of 
course, if it is sustained on it. 

Those are the two basic cases, sir, which are now involved before 
CAB that go back that far. 
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Mr. Canrretp. Would you say, then, that the Department is dis- 
commoded or prejudiced in any way because of the lack of decision 
at this time? 

Mr. Warevurton. We are always discommoded when we are trying 
to get money back, Mr. Congressman. There is no question about 
that. I think these cases are following through the normal pro- 
cedure of the Board as far as we are able to ascertain. 


REDUCTION IN 1959 AND 1960 BUDGETS 


Mr. Canrtetp. Because of developments affecting volume, General, 
it is my understanding that you are inclined to reduce your supple- 
mental request for 1959? 

Mr. SumMerrievp. Yes; by $20 million. 

Mr. Canrievp. $20 million. And there is a like reduction in your 
appraisal of your 1960 budget request ? 

Mr. Sessions That is correct. It reduces the 1960 base accordingly. 

Mr. Canrietp. General, are there two associations of postmasters 
in the country? I notice reference was made in your statement yester- 
day to the National Association of Postmasters and to the National 
League of Postmasters. 

Mr. SUMMERFIELD. That is correct. 

Mr. Canrrevp. Off the record. 

(Discussion off the record.) 

Mr. Canrrerp. That is all, Mr. Chairman. 

Mr. Steep. General Summerfield, I want to congratulate you and 
aed staff on your fine general statements and say that I am particu- 

arly pleased with the progress being made in streamlining and mod- 
ernizing the postal service. 


MODERNIZATION PROGRAM 


I have one question: Many of these smaller Federal buildings con- 
structed before World War II, some of which are under the jurisdic- 
tion of the GSA and some of which are strictly postal installations, 
are not equipped with driveway and dock facilities. I know of a 
number where the Department is having a great deal of difficulty 
getting the new-type trucks in and out of their present facilities. I 
understand you have some sort of an agreement with the GSA to 
make some improvements. Could you tell us about what the situation 
is to get better dock facilities? 

Mr. SumMerRFIELD. I will ask General Barnard to give you the 
details on that. 

Mr. Barnarp. Our working arrangements with the GSA up to this 
point have been on the basis of allocation from funds that the Con- 
gress has appropriated to them for general overall Government build- 
ag necorennts. 

his current year, 1959, GSA allocated $10 million to the Post Office 
Department for expenditure for postal purposes and the money was 
divided among the various regions for the most critical needs, many 
of which were these driveway and platform extension improvements. 
We will finish the year this year with about 150 separate improve- 
ments with that money. 
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For 1960 our presentation, which will come up in detail when the 
Bureau of Facilities testifies, contemplates overall improvement of 
140 Federal buildings which we will continue to occupy and which 
will be improved under the modernization program completely, not 
just driveways and platforms but all the inside equipment, if hts, 
and the widening of platforms and driveways to make the buildings 
completely modern. 

GSA will do this for us on a reimbursement basis from our appro- 
sive a GSA is not asking for funds in 1960 for any of this type of 
work, 

EMPLOYEE ORGANIZATIONS 


Mr. Sreep. General, as you know, there is more than one organi- 
zation among some of your employees. We see in the paper where 
there has been rather some bitterness in some of the employee or- 
ganizations, Do you care to comment on what effect that has had 
on morale? Has it had anything to do with the general morale or 
efficiency of your employees? 

Mr, SumMerrietp. I would say the morale in the Post Office De- 
partment throughout the United States has been steadily improving. 

If I may go off the record. 

(Discussion off the record.) 

Mr. Steep, That is all I have. 

Mr. Gary. Mr. Alexander, do you have any questions? 

Mr. ALEXANDER. I have no questions at this time. 

Mr. Gary. General, I have two more questions. 


COMPETITION IN PROCUREMENT 


It is a fundamental principle that Government procurement should 
be administered in such a way as to permit the broadest field of com- 
petition. Can you tell us in a general way what your policy is in 
implementing this principle? 

Mr. SUMMERFIELD. I will let General Barnard answer that. 

Mr. Barnarp. Mr. Chairman, I think we wholeheartedly endorse 
this concept you have just mentioned of the broadest possible source of 
supply with the greatest competition, and as far as the pattern of pro- 
curement of the Department is concerned this is our byword in all 
actions. 

Much of the procurement overall is accomplished through GSA and, 
as you are probably aware, GSA has means of setting up general 
schedules where bidders and their products are listed for the procure- 
ment of standard items. Anything that does not come under the gen- 
eral schedule is bought through competitive bidding. I think it is 
important to mention that our own procurement actions are audited 
by the Internal Audit Division of the Department and not left entirely 
to the people in our Bureau. 

There have been in the past some limited negotiated purchases on 
experimental or research items. This is also in accordance with law 
for the procurement of items for experimental or research purposes, 
but once an item has been made standard it is procured through public 
bidding. We would welcome the opportunity to have the names of 
any additional manufacturers of any articles we need, because we can 
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always use more competitive bidders; but I think you will find the 
experience of the Department has been very fine in the area of com- 
petitive bidding. 

Mr. Gary. Does your research and development program present 
any particular difficulties in carrying out this principle? 

Mr. Barnarp. No, sir; I do not think it presents any problem un- 
less you consider only the first procurement of large experimental de- 
vices, in which cases we have to limit our field of procurement. 

May I go off the record? 

Mr. Gary. Yes. 

(Discussion off the record.) 

Mr. Sessions. In the research program where there are few or no 
standards to go by, where there are no American manufacturers 
making comparable equipment—in fact, in many cases where there is 
no equipment of any kind available to purchase—the Department 
must exercise its own judgment as to whether or not a company has 
the type of engineering knowledge, the type of research knowledge, 
the type of laboratory facilities, the type of equipment, toolmakers, 
and so on, to do the best job at least. cost, We are only interested 
in getting the best equipment at the least cost to the taxpayer. So, 
based on these and other judgment factors, the Department picks 
a company to work with. We try to choose a company with an out- 
standing reputation. We pick companies who have had a great deal 
of experience and in whom we place confidence to do the job. 

Mr. Gary. Are there any powers and discretionary authority that 
apply uniquely to research and development programs of the kind 
the Post Office Department is engaged in ? 

Mr. Wareurton. Under the General Services authorization as to 
their jurisdiction, Mr. Chairman, in areas of this nature they are 
able to delegate their power in this field to the particular department 
that is attempting to develop a particular item. It is under this kind 
of authority and delegation of authority that we proceed along this 
course. 

Mr. Canrtetp. Mr. Chairman, may I ask a question ? 

Mr, Gary. Certainly, Mr. Canfield. 

Mr. Canrrexp. Mr. Sessions, when you seek a prototype machine 
for research purposes is your approach different from that of the 
military in seeking a certain kind of missile, knowing that the know- 
how is in a certain organization? I do not think they are proscribed 
in their approach. This is not a new concept in government? 

Mr. Sessions. Not in the slightest. Our approach, to the best of 
my knowledge, is the same as the military or any other group pur- 
chasing in an unknown and untried field. 

Mr, Sessions. Mr. Chairman, may I add one further word ? 

We go through quite an involved cautious procedure in deciding 
which one of a group of companies—if we do have a group in a cer- 
tain field—might be able to perform the services we want. We do not 
arbitrarily pick the Jones Co. and call them in and ask them to do 
a job for us. We view the field to determine who in the field may have 
the qualifications in the particular area in which we are working. 
Then we invite their executives and top engineers to come in and dis- 
euss our problems. If available, we show them laboratory models and 
other developments in this field. We may discuss developments in 
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European countries in this field. Then we ask them to study the prob- 
lem to see how they would approach a solution. After a number of 
visits and consultations, and after the company has furnished satis- 
factory data as to financial standing, experience, and capability, we 
make a decision, but it is not done until after all known factors are 
considered. 

Mr. Gary. General, certain members of our committee went to 
Detroit to look over your Mail-Flo project there. We also viewed the 
new sorting machines that Burroughs is working on. Frankly, it 
seems to have the germ of a good idea, but I think they are optimistic 
about the time they will put it in operation. I hope they will meet 
the schedule. 

We are going to look over some of the improvements that you have 
made in the District of Columbia area and see some of your projects 
here. 

The committee is also going to New York. We are going up to in- 
spect the customs installations in New York, particularly some of the 
new installations they have put in for handling their overseas mail 
and passengers, but if you have anything of especial interest you 
would like to bring to our attention at that time and it can be worked 
into the program, we shall be glad to see it. 

Mr. Summerrtetp. We shall be delighted to work out a program if 
you will indicate how much time you will have. 

Mr. Gary. Thank you, General Summerfield, for a very compre- 
hensive and interesting presentation. 

Mr. Summerrrecp. Mr. Chairman, may I extend my personal 
thanks and the thanks of my staff for the wonderful cooperation you 
have given us in years past and your very courteous cooperation in 
the past 2 days. 


Monpay, Ferprvary 16, 1959. 


Mr. Gary. The commaittee will come to order. 
We will be very glad to hear from Mr. Gillette at this time, who has 
a statement on the general budget presentation. 


GENERAL STATEMENT ON 1959-60 Bupeets 


Mr. Guerre. Mr. Chairman and members of the committee, I 
should like to give you a general picture of the Department’s 1960 
budget submission, together with the actual data for the fiscal year 
1958 and our estimates in 1959. 


FISCAL 1958 


First, I want to talk about the mail volume for 1958. In my state- 
ment to you last year I pointed out that as a result of the general 
economic slowdown our mail volume probably would not come up to 
our earlier expectations. Actual figures for 1958 show that the mail 
volume was 60.1 billion pieces, or an increase of only approximately 
1.8 percent over 1957. Because of this reduction in anticipated work- 
load we were able to absorb approximately $37 million of the $114 
million increase in pay costs and $15 million of the $46 million increase 
in rail rates. Supplemental appropriations totaling $108 million 
were used to pay for the remainder of the pay and railway increases. 
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FISCAL 1959 





Because of our volume experience in 1958, we revised downward our 
1959 volume estimates last fall in preparing the President’s budget 
submission for 1960. Within the last few days the full financial results 
of the recent Christmas season have become available to us and we 
have studied them carefully. It is apparent that a lag in economic 
recovery and some adjustment in mailing habits as a result of the 
postal rate increases have combined to bring in a mail volume for this 
season barely above last year’s levels on an overall basis; this con- 
trasted with the modest growth which our revised estimates for the 
President’s budget anticipated. 

We are inslowe again revising our 1959 estimates and have fur- 
nished the committee with certain revised schedules in our justification 
reflecting these changes. These are justification pages: 1-3, 201, 202, 
212, 214, 216, and 217. 

You will note from these that we have carried these 1959 changes 
forward to 1960 and made some reductions in those estimates as well. 
For 1959 we have reduced our estimates for clerks and carriers by $10 
million each and have applied the savings to the supplemental request 
for the pay increase that will be before the Congress shortly. While 
it is difficult to judge with accuracy what the impact of the shifting 
volume of mail and the rate changes will have on revenues we have 
guessed for the moment that revenues will fall off by about the same 
amount as our obligations and we have therefore made no change in 
our estimates of the resultant postal deficit for fiscal 1959. The cur- 
rent shift in mail to classes carrying lower rates could cause further 
underruns in estimates of dollar revenue with the possibility of corre- 
sponding increases in the postal deficit estimates for fiscal years 1959 
and 1960. However, this would not further affect the appropriation 
estimates now before you. 

In addition to the obligational authority used from the “Opera- 
tions” appropriation of $37.8 million to reduce the supplemental 
appropriation for the pay increase we have transferred from “Op- 
erations” $2 million to the appropriation for “Administration, re- 
gional operation, and research” and $6 million to the “Facilities ap- 
propriation.” Money transferred to “Administration, regional 
operation, and research” is being used primarily for financing con- 
tract engineering work in that appropriation in line with the confer- 
ence report on the supplemental appropriation bill, 1959, page 14. 
The $6 million ivanieaded to the “Facilities” appropriation is to 
accelerate the temporary acquisition of land under the commercial 
leasing program which is basic to postal facilities modernization. 
The latter funds will be subsequently recovered from the successful 
bidders for the leases. 


FISCAL 1960 ESTIMATES 


Before discussing any details of the 1960 budget estimates I want 
to give the major premises on which they were made. They are as 
follows: 

(a) That mail volume will increase 4.3 percent over 1959 (this al- 
lows also for the extra leap year business day in fiscal 1960). 
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(6) That revenues will be reimbursed out of the general fund of 
the Treasury for the loss on public services as required by Public Law 
85-426, in the amount of $172 million. 

(c) That the parcel post rate increase will be effective not later than 
July 1, 1959. 

(d) That the first phase of the postal modernization program will 
be inaugurated in 1960 with an appropriation of $88.5 million. 

(e) That postal rates fixed by law will be increased so as to produce 
3350 million additional revenue in 1960. (This credit, however, shows 
only in the summary tables of the President’s budget and not in the 
detailed schedules or justification.) 

Let me now give you some details of our budget based on these 
premises and after giving effect to the changes shown on the revised 
schedules. Our estimate for 1960 calls for an outlay of $224 million 
over that appropriated in 1959, including the supplementals for that 
year proposed for later transmission to cover increased salaries and 
mail pay. The 2 years are therefore comparable. Here is a brief 
analysis of this increase : 

(a) The capital and research obligations will increase $100.5 mil- 
lion, including the first phase of our program to modernize the postal 
service. 

(b) To handle the 4.3 percent increase in mail volume and the extra 
leap year day we will require an additional $102 million in operations, 
primarily for supervisors, clerks, carriers, and the motor vehicle 
service. The increase in many-years requested for this group of 
employees is 3.09 percent, which reflects a continuing increase in 
efficiency and begins to show some effect of mechanization. 

(c) Transportation costs will increase by $11.3 million, or 2.19 
percent, primarily as the result of the greater volume of mail. 

(d) Rents and occupancy of buildings will increase $9.1 million, or 
14.8 percent. This represents a continuation of our forward movement 
to eliminate inefficient space used for postal purposes. However, re- 
coveries from resale of lands to lessors will exceed purchases by $4.6 
million, so the net new funds required in the building occupancy ac- 
count will be only $4.5 million. 

(e) All other costs including other personnel, supplies, and related 
costs will require an additional $5.7 million, or 5.4 percent. 

On the revenue side we show an increase of approximately $261 mil- 
lion over 1959 before considering the effect of further increases in rates 
which will be proposed later in the session. The estimated increase 
compares favorably with the increase of $224 million in overall fund 
requirements on a comparable basis. This net improvement reduces 
the estimated postal deficit by $37 million in 1960 from 1959 on a pro- 
gram basis. However, since 1959 was relieved of $15.2 million of ad- 
vance procurement obligations made in 1958 out of 1959 funds, the 
actual fund improvement between the years is only $22 million. As 
the Postmaster General has told you, it is the intention to submit new 
rate proposals for congressional consideration that would wipe out 
the remaining deficit of $350 million in 1960. 


POSTAL MODERNIZATION 


This budget submission includes a new appropriation for postal 
modernization which is in accord with the intent of title ITT of Public 
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Law 85-426. On the advice of the technical experts at the Bureau of 
the Budget, the funds are being requested within the postal fund, 
rather than in a new Treasury fund, to materially simplify the fiscal 
procedures. 

Our problems in modernizing the postal service are certainly not new 
to this committee. Beginning with Public Law 231, approved on 
August 16, 1949, the Congress authorized and approved the establish- 
—_ of a research and development program for modernizing post 
offices. 

As you know, we submitted a supplemental appropriation request 
during the closing days of the 85th Congress for funds for the in- 
auguration of our modernization program. as authorized by title III 
of Public Law 85-426. There was not time for the Congress to con- 
sider this request adequately and no funds were appropriated. In the 
conference report we were directed, however, to proceed in 1959 with 
the engineering work that had to be done as a prerequisite to a program 
of this magnitude out of existing appropriations. This we have done, 
and by June 30, we will be ready to proceed with our modernization 
schedule as outlined in this budget submission. 

The combined capital and research obligations proposed for 1960 
in the regular and new appropriation are $173.8 million. This is an 
increase of $100.5 million over the 1959 program. Of this increase, 
$88.5 million is attributable to the postal modernization appropriation 
request. Regular contract research, development, and engineering will 
require $5.5 million, as itemized in the appropriation for “Adminis- 
tration, regional operation, and research.” The balance of $79.8 mil- 
lion is carried, as heretofore, in the “Facilities” appropriation for the 
standard capital program. 


PAYMENT FOR PUBLIC SERVICES 


Another provision of Public Law 85-426 is that the Department 
must submit each year, as a part of its regular budget submission, an 
estimate of the amount of losses attributable to certain public services 
itemized in the act. The purpose of this requirement is to segregate 
and identify in the Federal budget that portion of the deficit which 
is attributable to the public service activities of the postal service and 
thus show to what extent postal rates are or are not covering normal 
postal service costs. This budget contains a total estimate of $172 
6 for the consideration of the Congress, for the items as listed in 
the law. 

While Public Law 85-426 makes specific reference to the losses re- 
asian, Krave the operation of star routes and third- and fourth-class 
post offices, I want to point out that we have not included any esti- 
mates for those segments of the service. After considerable study we 
have as yet been unable to discover any practicable way of estimating 
what “loss,” if any, may be attributable to these operations. We have 
explained this in some detail in our justification, giving our reasons 
why it seems wholly impractical to develop such an estimate. 


CHANGES IN ACTIVITY CLASSIFICATION 


In my statement to you last February I made reference to House 
Report No. 68, dated February 15. 1957, which directed the Depart- 
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ment to include all expenses for the administration and regional 
operation in one appropriation. These items were transferred to the 
appropriation for “Administration” on July 1, 1958. As a further 
step we have now consolidated the estimates for the numerous organ- 
izations in this appropriation under four principal heads: (1) “Ex- 
ecutive and administrative direction”; (2) “Field Inspection Serv- 
ice”; (3) “Regional operation”; and (4) “Contract research, develop- 
ment, and engineering.” ‘ 

After preparation of these budget estimates we made a change in 
our headquarters organization which, while it does not affect the 
amounts of the estimates as submitted, changes the responsibilit; 
for one of our activities and we felt we should report this. Et- 
fective December 1, 1958, all functions performed by the Construc- 
tion Engineering Branch of the Bureau of Facilities were trans- 
ferred to the Office of Research and Engineering. This consolidates 
all engineering work in headquarters in one office, which should assure 
complete coordination of all phases of the Department’s engineering 
functions, 

LANGUAGE CHANGES 


In the appropriation language we are proposing seven changes 
which are: 

(1) A paragraph has been added to the appropriation language for 
payments into “Revenues” for public services, as required by section 
104 of Public Law 85-426. 

(2) The language for the i, (tyes “Administration, regional 
operation, and research,” has been amended by adding the provision 
that its funds may be expended for current increases in prior-year 
contracts under the research program. Obligations for contracts 
executed for research and development activities ordinarily must be 
paid from the funds appropriated for the year in which the contract 
is made. Obviously, the development of prototype equipment for 
modernizing the postal service cannot always be completed within 
the fiscal year ok further, it is not always possible to determine ac- 
curately how much funds will be required to complete a research or 
development project. It often happens that after a certain point has 
been reached in developing the equipment that improvements or other 
modifications necessary for its successful operation must be made 
which may require additional funds for the contract. This presents 
some problems as the fiscal year in which the contract was originally 
made frequently has ended. Unless some other uncompleted contract 
executed in that past year can be reduced, funds may not be available 
to permit the modification of the contract. Under the proposed 
amendment to the language subsequent increases in prior-year con- 
tracts may be charged to the funds of the fiscal year in which the 
—— is effective, rather than in the year in which the contract was 
made. 

LANGUAGE INVOLVING ANTIDEFICIENCY ACT 


(3) An amendment to the appropriation for operations is proposed 
that will authorize the Postmaster General, with the approval of the 
Bureau of the Budget, to transfer from other appropriations to the 
operations appropriation such sums as may be necessary to handle a 
volume of mail in excess of the estimated volume on which the Con- 
gress based the current appropriation. 
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This language may serve to avoid the necessity to curtail postal 
service while supplemental appropriations required to finance unfore- 
seen increases in volume are under consideration. You are sufficiently 
familiar with this problem to make it unnecessary for me to explain 
in detail what we run into when the volume of mail tendered to us by 
the public exceeds that for which you have provided funds to handle. 
You are also familiar with the Comptroller General’s interpretation 
of the Antideficiency Act with respect to its application to the postal 
service. We have just received a clarifying decision which we re- 
quested from the Comptroller General in which he has made it com- 
pletely clear that without the sort of language we now propose we 
would have to curtail service the moment it appeared that because of 
increased volume our operating funds would not be sufficient to carry 
us through the year. I should like to offer for the record at this 
time a copy of his latest decision dated January 21, 1959. 

Mr. Gary. Without objection, the letter of the Comptroller Gen- 
eral will be inserted at this point in the record. 
(The document referred to follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., January 21, 1959. 
The Honorable the PoSTMASTER GENERAL. 

DEAR Mr. POSTMASTER GENERAL: The Acting Postmaster General in letter of 
December 31, 1958 (reference: 800), refers to our decision of April 12, 1957, 
B-131361 (36 Comp. Gen. 699) to you, relating to section 3679, Revised Statutes, 
as amended (31 U.S.C. 665), commonly known as the Antideficiency Act, and 
presents certain questions for our consideration in connection with the cited act. 

On the date of our decision to you the Antideficiency Act provided, in perti- 
nent part, as follows—quoting from the Code: 

“(e)(1) Except as otherwise provided in this section, all appropriations or 
funds available for obligation for a definite period of time shall be so appor- 
tioned as to prevent obligation or expenditure thereof in a manner which would 
indicate a necessity for deficiency or supplemental appropriations for such 
period; * * * 

* * a * * * * 

“(d) (2) Any appropriation available to an agency, which is required to be 
apportioned under subsection (c) of this section, shall be apportioned or re- 
apportioned in writing by the Director of the Bureau of the Budget. The head 
of each agency to which any such appropriation is available shall submit to the 
Bureau of the Budget information, in such form and manner and at such time 
or times as the Director may prescribe, as may be required for the apportion- 
ment of such appropriation. * * * 

“(e)(1)No apportionment or reapportionment which, in the judgment of the 
officer making such apportionment or reapportionment, would indicate a neces- 
sity for a deficiency or supplemental estimate shall be made except upon a 
determination by such officer that such action is required because of (a@) any 
laws enacted subsequent to the transmission to the Congress of the estimates 
for an appropriation which require expenditures beyond administrative control ; 
or (b) emergencies involving the safety of human life, the protection of prop- 
erty, or the immediate welfare of individuals in cases where an appropriation 
has been made to enable the United States to make payment of, or contribu- 
tions toward, sums which are required to be paid to individuals either in specifie 
amounts fixed by law or in accordance with formulae prescribed by law.” 

In our decision of April 12, 1958, we said, in connection with the above pro- 
visions, that: j 

“A drastic curtailment toward the close of a fiscal year of operations carried 
on under a fiscal year appropriation is a prima facie indication of a failure to 
so apportion an appropriation ‘as to prevent obligation or expenditure thereof in a 
manner which would indicate a necessity for deficiency or supplemental appro- 
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priations for such period.’ In our view, this is the very situation the amendment 
of the law in 1950 was intended to remedy. This view is entirely consistent 
with the views expressed in the joint report dated June 5, 1947, of the Bureau 
of the Budget and the General Accounting Office. In view thereof and the 
legislative history of the Anti-Deficiency Act set out above, subsection (c) (1) 
of the act must be, and is, construed as a mandate of the Congress that fiscal 
year appropriations be so apportioned as to prevent obligation or expenditure 
thereof in a manner which would indicate the necessity for either a deficiency 
or supplemental appropriation or a drastic curtailment of the activity for which 
an appropriation is made. 
2 c = e a * s 


“Tf it is determined by the Congress that the deficiency appropriation is neces- 
sary for ‘Operations’ or if the services of the Post Office Department are dras- 
tically curtailed in the event no deficiency appropriation is made, there could be 
no question but that the Director of the Bureau of the Budget had not complied 
with the requirements of subsection (c)(1) of section 3679, Revised Statutes, 
as amended 31 U.S.C. 665. It should be noted, however, that the penal provision 
contained in subsection (i) (1) of the act is applicable only to violations of 
subsections (a), (b), or (h) of the act and not to subsection (c) (1). 

“The House hearings on the Post Office Department’s request for supplemental 
funds for operations for 1957 show that, when the Department requested the 
reapportionment of its funds, it did so in the belief that the requested pattern 
of management of its funds for the fiscal year would result in the necessity for 
a deficiency or supplemental appropriation. Such action is not technically a 
violation of any specific provision of the Anti-Deficiency Act. However, it is 
not consistent with the spirit and purpose of the act.” [Emphasis added.] 

Subsequent to our decision of April 12 the Congress, in section 1401 of the 
Supplemental Appropriation Act, 1958 (Public Law 85-170), approved August 
28, 1957 (71 Stat. 426, 440), amended subsection (e)(1) of the Anti-Deficiency 
Act to make it applicable to the head of the agency requesting or recommending 
an apportionment or reapportionment. 

The Acting Postmaster General says that as your Department construes the 
amended law in the light of our decision of April 12, the Congress has imposed 
a duty on the Postmaster General immediately to place in effect a curtailment 
of postal services on a nationwide basis prior to a review by the Congress of 
the merits of each case, when it is necessary to have additional funds available 
to carry on normal postal services for reasons other than those provided for in 
subsection (c) (1). He advises that the Post Office Department soon will have 
its appropriations for the fiscal year 1960 under discussion with committees 
of the Congress and hence it is necessary that your Department have a clear 
understanding of the situation as applied to the Postmaster General. Accord- 
ingly, he requests our decision with respect to the following questions: 

“In the event additional funds are necessary to permit the Postmaster General 
to carry on normal postal services, is he prohibited from seeking an apportion- 
ment or reapportionment of funds when such apportionment or reapportionment 
will require (1) a deficiency or supplemental appropriation, or (2) drastic 
curtailment of services in the event additional funds are not appropriated by 
Congress? 

“If the foregoing question is answered in the affirmative, your decision is then 
requested as to whether, in the circumstances stated, the Postmaster General 
must curtail his expenditures to the point necessary to operate within the frame- 
work of the funds available throughout the remainder of the fiscal year even 
though such action may entail a cut in services prior to requesting an apportion- 
ment or reapportionment of funds necessary to carry on normal postal services? 

“If both of the foregoing questions are answered in the affirmative as general 
rules, would the answer or answers be different if the need for additional 
funds arose from any of the following conditions beyond the control of the 
Department : 

“(a) Increased mail volume above estimated levels on which the appropriation 
was based? 

“(b) Severe and prolonged adverse weather conditions materially increasing 
the cost of transporting, delivery, or otherwise handling the mail? 

“(c) Prolonged strikes by employees of common carriers necessitating the 
movement of mail by more expensive means?” 

In view of the plain provisions of subsection (e)(1) of the Anti-Deficiency 
Act, as amended by Public Law 85-170, and in the light of our decision of 
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April 12, 1957, B—131361 (36 Comp. Gen. 699) to you, it is clear that the Post- 
master General is prohibited from requesting an apportionment or reapportion- 
ment of available funds which will require (1) a deficiency or supplemental 
appropriation or (2) a drastic curtailment of services in the event additional 
funds are not appropriated by the Congress, unless the apportionment or reap- 
portionment is required for any of the reasons set forth in subsection (e) (1). 
The Acting Postmaster General’s first question is answered accordingly. 

As to the second question, it is your responsibility to take whatever steps are 
necessary so that the operations of the Post Office Department are conducted 
throughout the entire fiscal year within the framework of the funds made 
available even though such action may entail an adjustment in services, since, 
as we indicated above and in our letter of April 12, the obligation or expendi- 
ture of a fiscal year appropriation should be at a rate which will not exhaust 
the appropriation prior to the end of the period for which it was made. The 
Acting Postmaster General’s second question is answered accordingly. 

The answers to the first two questions would not be different if the need 
for additional funds arose from any of the conditions set forth in parts (a) (bd) 
and (c) of the third question in the Acting Postmaster General’s letter unless 
it is clearly shown and determined on the basis of the facts in a particular case 
that the requested apportionment or reapportionment falls within the excep- 
tions set forth in subsection (e) (1). The third question is answered accordingly. 
Sincerely yours, 

JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Mr. Gitterre. The proposal we are making in this language change 
is by no means a cureall and it will not offer any certainty that funds 
in other appropriations will be available for transfer in the event 
the need arises. However, what it will do is give us some flexibility 
in using the money we do have to the best advantage to prevent a 
possible breakdown in the service. Bear in mind that any transfer 
we propose must first be justified to and be approved by the Director 
of the Bureau of the Budget. 

(4) In the “Facilities” appropriation we have deleted as no longer 
applicable the language concerning the limitation on lease-purchase 
contracts under the Post Office Department Property Act, 1954, since 
no new contracts other than those presently authorized may now be 
entered into. 

(5) For several years we have carried a general provision section 
that funds could be transferred to the General Services Administration 
for the repair, alteration, and improvement of the Mail Equipment 
Shops and the repair, alteration, and improvement of federally owned 
property used for postal purposes, including light, color, and ventila- 
tion programs. In the 1959 Appropriation Act this section carried 
a previnon that the transfers could not exceed $22 million. 

n the present submission improvements and alterations to Federal 
buildings are carried in two appropriations, “Facilities” and “Postal 
modernization.” The necessary authorizing language is now shown 
under each of these appropriations and savings available in other 
appropriations to be used for such purposes will first be transferred 
to the “Facilities” appropriation. There is, therefore, no longer need 
for a general provision. We have not included any limitation on the 
amounts that may be transferred since the larger portion of the new 
money requested for the modernization program will be used in the 
improving and rehabilitation of federally owned buildings, and in a 
program of this scope and timing it is almost impossible to forecast 
now with certitude the amount that will need to be transferred te Gen 
eral Services Administration in the fiscal year. 
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(6) Additional 4 pe language has been added for the 
new appropriation, “Postal modernization.” In addition to defining 
the scope of its expenditure authority, this language differs from the 
other appropriations to the extent that funds appropriated thereto 
remain available until expended. This is in line with the intent of 
title III of Public Law 85-426. \ 

This part of the re is important. Expenditures under a 

rogram of this type are different from the ordinary expenses in the 
day-to-day operation of the postal service. While we have com- 
pleted many of our engineering studies, a great deal of work remains 
to be done in converting those plans into actual modernization proj- 
ects. We must solicit and obtain bids from contractors for the manu- 
facture of the equipment for each installation. Because of factors 
beyond our control, this often takes longer than we anticipate. The 
result is that we may come to the end of the year with bids still out- 
standing which we have not yet accepted. We do not believe in crash 

rograms which, with a situation of this type, we could be forced into 
if authority to spend the modernization money expired on June 30 
of each year. 

(7) In the Appropriation Act for 1959, section 202 authorized a 
training program in the postal service. We have deleted this gen- 
eral provision section because it was contemplated in the new general 
training legislation applicable to all agencies that all special legisla- 
tion would be superseded. Although the new law does not fully meet 
Post. Office needs, as explained by Mr. Lyons, we will seek relief 
through substantive legislation rather than through the appropri- 
ation provision. 


SUPPLEMENTAL APPROPRIATIONS FOR 1959 


During fiscal year 1958 there were three laws enacted which affected 
the compensation of employees and two decisions by the Interstate 
Commerce Commission that increased railroad rates. Each of these 
was enacted too late to be included in the budget submission for 1959. 

Public Law 85-426 was approved May 27, 1958, and increased the 
salaries of all field postal employees retroactive to January 11, 1958. 
Public Law 85-462, approved lon 30, 1958, increased the salaries 
of all headquarters and field personnel retroactive to January 11, 
1958. Public Law 85-399 was approved May 14, 1958, which in- 
creased the equipment maintenance paid to rural carriers by 1 cent 
a mile effective June 14, 1958. The Interstate Commerce Commis- 
sion handed down a decision ‘on December 30, 1957, that increased the 
mail pay rates for western and southern railroads retroactive to 
July 1, 1957, and on June 28, 1958, a decision was rendered increasing 
the rates payable to the eastern railroads retroactive to July 3, 1956. 

These costs in 1959 will approximate $262.9 million for the pay 
increase, $6.7 million for the increase in rural carrier equipment 
allowances, and $48 million increases in railroad mail pay, a total of 
$317.6 million. The 1959 column of the budget submission before 
you includes an absorption of $37.8 million of the pay increase and 
$7 million of the railroad mail pay adjustment, leaving a difference 
of — million in total to be requested in the supplemental for 
fiscal 1959. 
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This, in brief, is the outline of our submission for 1960. Each 
item is fully delineated and justified in the particular appropriation 
and activity account in which it appears. Each of us will be pleased 
to answer any questions or supply additional information concerning 
any part of this submission. 

ioe, with your permission, I have four charts, which I should like 
to show the committee as an overall summary of the budget we are 
submitting to you. 

Main Votume, 1955-60 


I would like to first discuss the chart “Mail Volume, 1955-60,” and 
I would like your permission to submit a copy for the record at this 
point, 

Mr. Gary. Without objection, the chart will be placed in the record 
at this point. 

(The chart referred to follows :) 
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FACTORS AFFECTING VOLUME OF MAIL 


Mr. Gutetrre. You will note that in 1955 we had 55.2 billion pieces 
of mail. Annual increeses brought volume to our estimated 64 billion 
pieces of mail in 1960. 

Mr. Chairman, had we adjusted the 1955 amount for simplified ad- 
dressed mail—that is the mail that simply carried the title “Occupant” 
on it—it would have reduced this figure from 55.2 billion, according 
to our estimates, to 53.9 billion. The reason I mention this possible 
adjustment is that then the increase in 1955 over 1954 would have been 
2.8 billion pieces instead of the 3 billion shown on the chart; and with 
this adjustment the increase in 1956 would have been 2.5 billion pieces 
instead of the 1.2 billion shown on the chart. 

The purpose of my digressing to this extent is to indicate to you 
that this would give us an increase in 1955 of 2.8 billion on the adjusted 
basis, and an increase in 1956 of 2.5 billion on the adjusted basis, and 
an increase of 2.7 billion in 1957, thus clearly showing that our esti- 
mated increase of 2.6 billion pieces in 1960 is not an unreasonable 
estimate. 

Further, our estimate for 1960 of 64 billion pieces of mail is based 
upon correlations that we have developed between various business 
indexes projected for 1960. This estimate is well within the band of 
correlation with these business indexes, and these business indexes are 
in line with those used as the basis for the President’s budget. 


RATE INCREASES 


Mr. Gary. Is there any reason for you to believe the increase in 
rates affected your volume at all ? 

Mr. Giuetre. It may be possible that the increase in rates may 
have affected our volume a little bit; the extent I do not know. Cer- 
tainly the experience in 1958, which showed an increase of only 1 
billion over 1957, or a 1.78 percent increase, was the result entirely of 
the recession, which began in October of 1957. The increase now 
estimated of _ 1.3 billion in 1959 over 1958 or a 2.07-percent in- 
crease, is probably being affected primarily by the fact that the busi- 
ness recovery, though substantial, has not yet brought all lines of 
business above levels existing last year. It is almost impossible to 
distinguish currently between the effects of the August 1, 1958, rate 
increase and changing business conditions, on mail volume. 

Mr. PassMan. Mr. Chaienan, may I ask a question at this point ? 

Mr. Gary. Yes, Mr. Passman. 

Mr. Passman. You state, Mr. Gillette, that in your opinion there 
was some decrease in volume because of the rate increase. Are you 
able to indicate in what classes of mail the greatest percentages of 
decrease were shown ? 

Mr. Giutetrr. We are not able to see mail volume by classes yet 
because of the fact that volume by classes is shown only in our cost 
ascertainment studies, which are available only quarterly and many 
months after the fact. 

Mr. Passman. Is there any indication the volume decrease would be 
in first-class mail? 

Mr. Sessions. To the best of my knowledge we have nothing definite 
to show that the rate increases have produced a definite loss in mail 
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volume. I think any figures we have would have to be based on 
guesses rather than on facts. We all do know, for instance, that. when 
an economy is coming out of a recession there is a definite lag in vol- 
ume gains. What portion of this slower rise in increase in mail vol- 
ume is ascribable to the lag in coming out of the recession, and what 
portion is ascribable to the rate increases, we cannot say. 

Mr. PassMan. Thank you. 

Mr. Giuttetre. Returning to the chart, I might say the rise from 
1954 to 1955 was 5.78 percent. If we adjusted the 1955 total number 
of pieces for the sim vified addressed mail the rise would have been 
5.5 percent in 1955, whereas we are projecting an increase of only 4.3 
percent in 1960, of which three-tenths of 1 percent is accounted for 
entirely by the extra day for leap year. If it were not for leap year, 
the comparable figure would be just a 4-percent increase in 1960 over 
1959. 

Mr. Canrtetp. The 61.4 billion piones for fiscal year 1959 on the 
chart is a revised estimate, is it not? 

Mr. Gittette. Yes, it is, Mr. Canfield. 

Mr. Canrretp. What was the original estimate for 1959? 

Mr. Guuette. The original estimate for 1959 before the present 
President’s budget was submitted, was 63.5 billion pieces. But in the 
1960 President’s budget we revised the figure downward, recognizing 
the lower trend, and in this President’s budget the figure was 61.8 
billion pieces. 

However, when we received the evidence on our Christmas period, 
which is usually a pretty good base, and projected this for the rest of 
the year, we felt we would have to revise our estimate which was in 
the President’s budget downward by about 400 million pieces to this 
figure on the chart of 61.4 billion pieces. 

Are there any other questions on mail volume, Mr. Chairman? 

i, Gary. What was the original estimated percentage increase for 
1959 

Mr. Giuterre. 3.4 percent, Mr. Chairman. Our present estimate is 
2.07 percent. 

Mr. Passman. Will the gentleman yield ? 

Mr. Gary. Yes. 


ACCURACY OF VOLUME ESTIMATE 


Mr. Passman. In 1958 there was a 1.78 percent increase over 1957; 
and in 1959, a 2.07 percent increase over 1958 ; but now you are project- 
ing this into 1960 and you show an increase of 4.30 percent. You are 
going to show a greater increase in 1960 over 1959 than the combined 
increases of 1958 and 1959 over 1957. I am wondering if that esti- 
mate for 1960 would hold true, based upon the fact that you did over- 
estimate for 1959. 

Mr. Gitterre. We did underestimate the severity of the effect of 
the recession on our mail volume; the recession hit it quite hard, as 
this chart shows. There was a 2.8 billion increase in 1958 and 1959 
combined, but we have every reason to believe that with the spring 
upsurge in the economic picture, on which the 1960 budget is based 
and of which we see evidence every month in the business indexes, we 
have every reason to believe this upsurge in business will bring us at 
least this 2.6 billion increase in 1960, which would be less than the 
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increase in 1957 over 1956 of 2.7 billion, about the same as the adjusted 
increase of 1956 over 1955, and actually less than the adjusted in- 
crease of 1955 over 1954. 

Mr. Passman. What are the larger red figures in the middle of the 
chart ? 

Mr. Gitterre. Those are the percentage: increases:.of each ‘year’s 
volume over the previous year. 

Mr. Passman. That is what I was looking at when I said you are 
showing a greater increase in 1960 over 1959 than the combined in- 
creases of 1958 and 1959 over 1957. 

Mr. Giutterre. Of course each percentage is just the percentage 
increase over the previous year so that adding the two together is 
perhaps not too significant. This only means that for two years 
running, namely 1958 and 1959, we had approximately a 2 percent or 
less increase. But my answer was that in those 2 years we had a 
heavy recession. 

Mr. Passman. I shall certainly not prolong this, Mr. Chairman, 
because you were kind enough to yield to me; but, to me, this is signifi- 
cant because the increase projected for 1960 is greater than the com- 
bined increase for 1958 and 1959, and there could be a repetition in 
1960 of the pessimism that has been referred to. The increase pro- 
jected for 1960 is a guess, is it not? 

Mr. Gittetre. I would not say it is a guess because it is well within 
the band of a mathematical correlation with business projections ac- 
cepted by the executive branch. 

Mr. Passman. These weekend articles I have been reading about the 
difficulty we have had in getting people to buy bonds and other Federal 
Government securities strikes a note of pessimism. 

Mr. Gary. As I understand, in 1955 that 5.78 percent increase was 
due largely to your occupant mail. You did not at that time have 
to put an address on occupant mail. Is that right? 

Mr. Gutterre. It is correct that there was an increase in 1955 due 
to occupant mail, but we calculate that it would only have reduced 
this total for the year to 53.9 billion pieces and that you still would 
have had an increase in 1955 of 5.5 percent. So I could not agree 
that this increase of 5.78 percent was due largely to the increase of 
occupant mail. 

-. Gary. To what do you attribute the large increases in 1955 and 
195 

Mr. Giterre. I think in 1955 the increase is due largely to a re- 
covery from the recession of the preceding year, the dip in production 
and general business. Therefore we feel we will have at least a 4.3 
percent increase in 1960. 

Mr. Gary. To what do you attribute the increase in 1957? That 
is when the recession started, it is not? 

a GiuteTre. No. It started in October 1957; that is, fiscal year 
1958. 

Mr. Gary. It started in calendar year 1957? 

Mr. Guterre. In calendar year 1957 but in fiscal year'1958. 

So we feel we have been quite conservative not only in keeping our 
estimate for 1960 well correlated with the economic indexes but also 
in estimating a 2.6 billion increase in pieces as compared to a 2.7 bil- 
lion pieces increase in 1957 when the population was smaller and our 
general economy had not grown to the 1960 level. 
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Mr. Gary. To what do you attribute the decrease in 1956; the fact 
the increase dropped from 5.78 percent in 1955 to 2.19 percent in 1956? 

Mr. Gitterre. That decrease was the result partly of the discon- 
tinuance of simplified addressed mail, and if we adjusted the 1955 
total of 55.2 billion for simplified addressed mail and assumed a figure, 
which we think reasonable, of 53.9 billion for 1955, then the advance 
in 1956 from that lower 1955 figure would have been 4.6 percent. So 
the 2.19 percent increase in 1956 would have been 4.6 percent with a 
simple adjustment in 1955 for simplified addressed mail, since the 
comparison of 1956 would be with the lower adjusted base in 1955. 
I think that would answer your question. 


PREPARATION OF ESTIMATES 


Mr. Sesstons. Mr. Chairman, may I make a comment on forecasting ? 

Mr. Gary. Yes. 

Mr. Sessions. Congressman Passman said something a while ago 
to the effect it is difficult to estimate the mail volume, and I want to 
say for the record I heartily agree with him. We have to estimate 
volume 18 months in advance and we have to estimate this volume 
with a fantastic number of variables over which we have no control. 
But I think in view of the variables these estimates are reasonabl 
good, and I wish to point out that where they are not correct, suc 
as in this current year of 1959, the money is returned and it is not 
used. We feel, in view of that, it is far better for us to estimate 
conservatively than to underrun our estimates. 

Mr. Passman. Mr. Chairman, may I say to the gentleman it was 
not my purpose to be critical, but merely to endeavor to understand 
the matter. If I remember correctly, in very recent years we have had 
an overestimate prior to any recession. 

Mr. Sesstons. Yes, I believe you are correct, Congressman. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Canrtexp. Mr. Sessions, speaking about this chart, you just 
said that you have to prepare estimates as to mail volume many 
months ahead of time. When were these estimates we are now con- 
sidering prepared ? 

Mr. Srsstons. We originally started to put these fiscal year 1960 
estimates together as far back as last summer. They were refined 
when we made our presentation to the Bureau of the Budget, which 
was in October. That was the basis for the 61.8 billion estimate and 
we have since revised it for 1959 based on the latest information 
available. 

Mr. Canrtevp. In other words, your revisions bring you closer up 
to date than your estimates months back ? 

Mr. Szssions. Yes. For 1959 we now have partial data on all 
periods up through December, so we have a pretty accurate idea what 
to expect during fiscal 1959. We still, of course, have to make a pure 
estimate on 1960 and, as I said before, that is quite a way in advance. 


FORMULA FOR ESTIMATING MAIL VOLUME 


Mr. Pitit0Nn. Mr. Gillette, you mentioned that these estimates were 
based upon economic forecasts, perhaps by the economic section of 
our Government? 
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Mr. Gutette. Yes, sir. 

Mr. Pitxion. Just how is that forecast made? Who makes that 
forecast and how do you translate that into estimating 64 billion 
pieces of mail for 1960 and harmonize it with, say, the increasing un- 
employment and other adverse factors that are showing up in our 
economy at the present time? Perhaps some of these factors have 
shown up since the December volume of mail that evidently this chart 
is predicated upon. 

‘As Mr. Passman said, I am not asking this question in the spirit 
of criticism but because of a lack of understanding. 

Mr. Guerre. I am not enough of an economist to justify all of 
the major projections of business indexes of the executive branch 
of the Government, but I would like to try to answer your question 
as exactly as I may, first by telling you generally how we make up our 
correlation. 

We have tried to find a correlation over a period of years between 
mail volume and a large number of different generally accepted busi- 
ness indexes. We have decided the best correlation is one simply 
with personal income and population. So that the band of correlation 
which our economist has developed is with the actual and projected 
data of personal income and population. 

Mr. Prtuton. Are those the only two factors you rely upon ? 

Mr. Gitterre. Those are the two factors that we use in producing 
our correlation between actual and estimated mail volume and the 
business indexes. 

Mr. Pituion. Is the population estimate of 1960 very much changed 
from the population estimate of 1959? 

Mr. Guerre. It has changed a little bit, not very much; our 
figure reflects our economist’s estimate and so does the personal in- 
come figure. He has had informal discussions with the Treasury 
and the Bureau of the Budget in order to determine whether his esti- 
mates are in line with their estimates. 

Mr. Pititon. My recollection of the population increase would be 
somewhat less than 2 percent. I may be wrong, but if that is so then 
your estimate is based solely on personal income. Would you say 
the weight of the two are adequate to make up this 4.3 percent ? 

Mr. Gitterre. I would like to be able to give you the formula on 
which this is based, but it is fairly complicated. I would be glad to 
have our economist come and discuss it, either before this committee 
or with you, in more detail. 

Mr. Pittion. If you could simplify the formula to one that could 
be understood by myself I would like very much to have it placed in 
the record, but if it is a long Einstein type of formula it would not do 
too much good. 

Mr. Gruterre. It may be considered an Einstein type of formula but 
we would like to insert a statement in the record at this time containing 
a description of it in layman’s language, with your permission. 

Mr. Piitton. Mr. Chairman, may we put that in the record? 

Mr. Gary. Yes. 
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(The following statement was submitted for the record :) 


FORMULA FOR ESTIMATING MAIL VOLUME 


A mathematical equation has been developed from a correlation of total popu- 
lation, including armed forces overseas, personal income (in constant dollars: 
1947-49=100) and total mail volume (in pieces), using data from a number of 
past years. This equation is termed a regression equation, and we use it to esti- 
mate total mail volume for future years. 

The application of this equation to past years reports and projections for 
future years of personal income, total population, and total mail volume, permits 
us to make a basic estimate of total mail volume represented by the line of 
regression shown on the chart. Bands have been drawn exactly three standard 
deviations on either side of this regression line. These bands determine prob- 
ability limits of 99.7 percent within which we may feel confident that, on a chance 
basis, actual reported mail volume will fall 997 times in 1,000. This means that 
only 3 chances in 1,000 could actual reported mail volume fall outside of this 
band except for causes not reflected in the original data used for the correlation 
from which the equation was computed. 

Mail volume has varied but little from this regression line for a number of 
years, in fact, since 1948 which marked the end of the reconversion period after 
World War II. The use of this estimating equation for future years permits us 
to relate our projection of mail volume for those years directly to the official esti- 
mates of the economy prepared for the President’s legislative program. 

Mr. Gitterre. It has been fairly successful in the past, Mr. Pillion. 
The population estimate for 1960 that we used was 178.6 million com- 
nared to 175.7 million estimated for 1959 and 172.7 million estimated 
bor 1958 and an actual population figure of 169.8 million in 1957. 

Mr. Prutiion. What were the last two figures? 

Mr. Sesstons. Oif the record, Mr. Chairman. 

(Discussion off the record.) 

Mr. Prtiton. No further questions. Thank you. 

Mr. Gitierre. Just to answer further your question, Mr. Pillion, 
in regard to population, Mr. Barnes, First Deputy Assistant Post- 
master General, Bureau of Operations, advises that in 1958 the popu- 
lation increase in areas served by city carrier was 4.3 percent above 
1957 so that the increase in total population in the country is not neces- 
sarily directly translatable to increase in all phases of our workload, 
but there is a correlation of total population with mail volume when 
combined with personal income growth. 

Mr. Piston. In other words, where there is an unusual increase 
in suburban areas there may not be a corresponding increase, it may 
go up or down, in other areas? 

Mr. Giterre. That is correct. The suburban areas are growing 
much more rapidly than the rest of the country. 

Mr. Piuii0N. That is all. 


RATE INCREASE 


Mr. Conte. You mentioned that the slight increase in the 1959 esti- 
mate was partially due to the increase in revenue in stamps and what 
have you. Is that right? 

Mr. Giiterre. Do I understand that you are referring to the pos- 
sible moderating effect in fiscal 1959 of the increase in postal rates 
of August 1, 1958? 

Mr. Conte. Yes. 
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Mr. Gittette. I said I thought there must be some influence from 
the rate increase that was holding back 1959 results but that we had 
no basis for determining the extent of that influence. 

Mr. Contre. You do admit it had an effect ? 

Mr. Gutetre. I think it had some. 

Mr. Conte. Going back to Congressman Passman’s statement, if 
the Congress passes the 5-cent rate that the President has requested, 
then it will have a marked effect on your 1960 estimate, will it not? 

_Mr. Guerre. I would think it might have some small effect which 
may be already discounted, because we think the estimate for 1960 
is conservative. I do not know to what extent the mail volume was 
affected in 1959 by rate increases. I think there must be some influ- 
ence on the 1959 volume, but I personally believe it is a very minor 
influence. 

Mr. Conte. Mr. Gillette, you can look back to past years when you 
have had a postal increase and you can see the effect fn rate increase 
on the volume of mail, can you not? 

Mr. Gitterre. Mr. Congressman, I think the effect would be and 
always has been a very temporary effect. It is quickly overcome by 
the pickup in business and the general getting used to the new rates. 
We have not in the past had an experience that would show categor- 
ically there was any major effect on volume by rate increases. An 
extensive study has been made of that by the National Industrial 
Conference Board, the results of which I cannot give you offhand. I 
recall that it was concluded that rate increases had a temporary, if 
any, effect on postal volume. 

Mr. Conte. Then if it is not going to have much of an effect your 
estimate for 1960 takes in part of your calendar year 1959; is that 
correct ? 

Mr. Guerre. That is correct. 

Mr. Contre. Beginning January 1. All the indices show that this 
past month unemployment jumped about 5 million, the highest in the 
past 10 years. Has that been taken into account in this particular 
graph you have here? 

Mr. Giterre. I think I can answer it has been taken into account 
in the projections of personal income for 1960, which is the only other 
major index in addition to the population projection for 1960 with 
which we make the correlation. 

I think you may find that the increase in unemployment to which 
you refer could be due to an addition of the unemployables to the 
scene as well as seasonally declined business opportunities, and this 
increase in unemployment I believe was predicted by the Secretary 
of the Department of Commerce before it was announced because it 
is largely a seasonal phenomenon. 

Mr. Conte. Thank you. 


COST OF 1 PERCENT INCREASE IN VOLUME 


Mr. Gary. How much do you estimate an increase of 1 percent in 
volume costs ? 

Mr. Gruuterre. Mr. Chairman, do you mean how much a 1-percent 
increase in volume costs in terms of obligations? 

Mr. Gary. In terms of money. How much additional appropria- 
tion do you need for every increase of 1 percent in volume? 
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Mr. Gittetre. Mr. Chairman, I do not have that figure offhand. 

Mr. Gary. Will you please insert it in the record ? 

Mr. Gittetre. We will be glad to try to give you some answer to 
that in the record. 

Mr. Gary. If you would. 

Mr. Gitterre. It would depend, of course, on what level one started 
from. 

Mr. Gary. Let us put it this way. What difference would it make 
in the appropriation required if instead of a 4.3-percent increase in 
1960 your estimated increase were only 2 percent? And then what 
difference would it make if your estimated increase were 3 percent? 
And what difference would it make in the amount required if your 
estimated increase were 4 percent? The committee may not agree 
with your 4.3-percent estimate and I would like to have your idea 
as to what difference it would make in your appropriation, first, if 
the volume increased only 2 percent; second, if it increased only 3 
percent; and third, if it increased 4 percent. 

Mr. Giterre. We will try to give you some information on that 
subject. 

(The following information was supplied later :) 

The operations and transportation appropriations are the only ones affected 
by current changes in volumes of mail handled. Of the increases requested 
in these two appropriations for fiscal 1960, $51,880,000 and $7,592,000, respec- 
tively, are attributable to the expected increase in mail volume. The re- 
mainder, or something less than half of the increases in these appropriations, 
is attributable to such factors not related to mail volume as extensions of 
delivery routes required by the growing suburban areas, net increases in aver- 
age salary because of longevity and other automatic step increases within 
grade, the cost of the extra leap year day, and increases in mileage cost of 
highway transportation. 

The cost of handling the additional volume of mail anticipated in 1960 
amounts to $12.1 million for the operations appropriation, and $1.8 million 
for the transportation appropriation, for each percentage point of increase 
in mail volume over fiscal 1959. Therefore, at the various levels of volume for 
which the information was requested, the following reductions in fund require- 
ments for fiscal 1960 would result : 


Assumed rates of volume increase in 1960 over 1959 


[In millions] 





2 percent 3 percent 4 percent 





Operations appropriation: 
Fund increase due to 4.3 percent volume increase used in 


President’s budget (as revised) ..-....------------------- $51.9 $51.9 $51.9 
Fund increases required at various assumed rates of 
WI IE A. fs cdvothicnacchpansnénghwepsyhaeneaos 24.2 36.3 48.4 








Reductions in fund requirements at various assumed rates 
Oe ID a. nc in tnige cnn tteanenpadnbasdcnesobhas 27.8 15.7 3.6 





Transportation appropriation: 
Fund increase due to 4.3 percent volume increase used in 


President’s budget (as revised) ..........---------------- 7.6 7.6 7.6 
Fund increases required at various assumed rates of 
WOME MEORND. 5. 35 <6 Se ioess coded $adse cho duaiaenian 3.6 5.4 7.2 





Reductions in fund requirements at various assumed rates 
Rk ee eee se 4.1 2.3 .5 








Total reductions in fund requirements at various as- 
sumed rates of volume increase.......---..-.-------- 31.9 18.0 4.1 











Nore.—Figures do not necessarily add, due to rounding. 
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Mr. Prtuton. Will the chairman yield ¢ 
Mr. Gary. Yes, Mr. Pillion. 

Mr. Pitxion. In arriving at this figure the chairman has asked for, 
what happens where a person working, say, at a window works 514 
hours out of the 8 and you have a 1-percent increase in mail volume 
and he works only 1 percent more than 514 hours. Is that taken into 
consideration where the person’s work is increased without any addi- 
tional cost? Will that be taken into consideration in answering the 
chairman’s question as to the increased cost by virtue of increased 
volume? Sometimes there is no increase in cost at all. 

Mr. Guerre. May I ask Mr. Barnes, the First Deputy Assistant 
Postmaster General, Bureau of Operations, to answer that question / 

Mr. Pituion. Yes. 

Mr. Barnes. I believe the answer to your question is that we fee! 
we can take care of a 4.3-percent increase In volume with a 3.3- 
percent increase in manpower. I think that answers your question. 
Mr. Prtii0on. It pretty well answers it. 


RATE INCREASES 


Mr. Passman. Mr. Chairman, I want to see if we can clarify this 
matter to a point where the committee can understand it, in the event 
we are called upon to answer charges about the reduction in number 
of pieces of mail on account of the rate increase. I think the two 
replies that have been given on this subject are conflicting and 
contradictory. 

Would you provide an estimate of the probable decrease in the 
number of. pieces of mail if the Congress should, in its wisdom, in- 
crease first-class postage from 4 to 5 cents? The rate either makes a 
difference in the volume or it does not. 

Mr. Sessions. Congressman, we will attempt to do what you ask for, 
but I will tell you frankly at this moment I do not see how any factual 
answer can be prepared. I am afraid that an answer of that type 
will be based completely on guesswork. I can find no correlation or 
results after the last postage increase last August—-I can find no 
correlation between the volume and that increase. 

It is difficult to be factual—and I assure you, we are not trying to 
be evasive-—— 

Mr. Passman. I understand that. 

Mr. Sessions. In an attempt to ascertain trends, around the end of 
the year we contacted the Association of Greeting Card Manufac- 
turers to find out how their business had run during the Christmas 
season, and they gave us an estimate—again I believe this was an 
estimate and not factual—they estimated that their sales to dealers 
showed a7 to 10 percent increase over the previous year. That would 
not indicate that the first-class postage increase of 1 cent had adversely 
affected their wholesale sales. 

Mr. Passman. Have you talked to others? Do you have a cross 
section of informed opinion ? 

Mr. Sessions. Yes. We continually try to sample the market, but 
we find it difficult to be accurate because so many different types of 
patrons are involved. 
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Mr. Passman. Then you are attempting to put together the infor- 
mation that you have, or will have at some subsequent date, to indi- 
cate whether or not the increased postage rate had any effect on the 
use of mail ? 

Mr. Sessions. If possible, we will attempt to get something for you. 

Mr. Passman. You are doing it now? 

Mr. Sessions. Not on a formal basis, because we have had no re- 
quest and because the data is so tenuous. 

Mr. Passman. I should think there would be need for the informa- 
tion if the rate increase has actually caused a reduction in the volume 
of mail. Off the record. 

(The following information was supplied later :) 


The Department has been unable to determine the extent of the impact on 
mail volume of the postal rate increases which became effective August 1, 1958, 
primarily for the reason that it has been unable to isolate the effect on mail 
volume of the abnormal readjustments and changes that have been concurrently 
taking place in the economy. It is a long-established axiom of letter mail serv- 
ice, both in this country and abroad, that economic conditions generally are more 
significant factors in the determination of the volume of letter mail than are 
rates of postage. 

A study of this general subject was made, however, by the National Indus- 
trial Conference Board as part of a larger study which it made in 1953 of the 
role and implications of postal services in the business sector of the Nation. 
With respect to the relation between mail volume and rates the Board made the 
following findings: 

“No single pattern of response to postal rates is evident. Sensitivity to rate 
changes varies widely between industries, types of mail service used, and pur- 
poses of use. For those adversely affected, the most frequently indicated effects 
on business practices include a reduced volume of mail dispatched, shift to non- 
postal alternatives, and added costs passed onto customers. 

“For a broad area of the business economy, however, past rate changes appear 
to have caused only insignificant changes in business operations, particularly 
where no alternatives exist or where postal costs are relatively small compared 
to other costs. Many firms report use of postal services regardless of rates 
charged. Where postal use is viewed as marginal, as in some uses of direct-mail 
advertising, a reduced volume of use was reported. 

“In the aggregate, no uniform effect of rate increases on volume is readily 
apparent. Over the years, the direction and magnitude of effects have often dif- 
fered radically, and cyclical and other influences frequently obscure precise 
identification. Volume of use at times has declined sufficiently to offset the 
effect on revenue of higher rates; at other times, little volume reaction is ap- 
parent and a tendency to exhibit insensitivity to rate increases, on balance, 
appears to exist.” (S. Rept. 1086, 83d Cong., 2d sess., p. 55.) 


(Discussion off the record. : 
Mr. Gary. Are there any further questions? ; 
If not, you may proceed to the next chart, Mr. Gillette. 


Deritcir, WorkLOAD AND EMPLOYMENT 


Mr. Guerre. The next chart is entitled “Deficit, Workload and 
Employment,” and I would like to submit a copy of it for the record 


at this point. Pf pieltg , , 
Mr. Gary. Without objection, it will be inserted in the record at 
this point. 
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(The chart referred to follows :) 


Deficit, workload, and employment 
































1958 Incresse 1959 Increase 1960 Increase 
Item actyal percent | estimate | percent | estimate | percent 
(millions) (millions) (millions) 

ES ee oe eee $3, 441 13.99 | 2 $3, 660 6.36 | 2 $3.899 6. 53 
| Sea: 1 $2, 720 2.01 | 2 $3, 288 20.88 | 2 $3, 549 7.93 
EE a ae eee eee 1 $721 104. 81 $372 | —48.46 $350 —5.76 
Payment for public services_-__.-.---.----- Pine 1-252. uae Wate Beeececoces i dt Ee 
Postal deficit and public services._..------ $891 70. 67 $543 —39. 07 $522 —3. 81 
Volume of mail—pieces-.--.--....-......---- 60, 130 1.78 | 261,374 2.07 | 264,013 4.30 
Employment (man-years)--..-.--...----- 3 542 2. 33 22551 21.67 23 568 233.06 























oo — an estimated $170,060,000 as reimbursements for public services for comparability with 1959 
and 1960. 

2 Revised Feb. 4, 1959. 

3 Thousands, 

Jan. 16, 1959. 


Mr. Gittetre. This chart is designed to give the committee a sum- 
mary of the salient points of our Post Office Department budget this 
year, namely, that the request for obligational authority is $3,899 
million; our estimate of revenue is $3,549 million; and the estimated 
postal deficit is $350 million. 

Mr. Gary. This revenue estimate of $3,549 million takes into con- 
sideration the 1-cent increase in postage, does it not? 

Mr. Gittetre. No, this estimate of revenue does not include any 
further increase in postage rate. It leaves a deficit of $350 million. 
If there were an increase in postage rate, which we are requesting, 
then that increase would offset the deficit of $350 million. 

Mr. Gary. It does take into consideration the $172 million payment 
for public services? 

Mr. Gittetre. Yes; it does, and if it did not include that, there 
would be a deficit of $522 million. The revenue estimate of $3,549 
million does include the payment for public services of $172 million 
and reduces the deficit to $350 million. 

Mr. Canrtexp. In other words, you are saying that if the 5-cent 
stamp and such other increases as the administration may ask become 
the law of the land there will be no postal deficit ? 

Mr. Gittette. I am saying that if the rate increases to be proposed 
by the administration are granted by the Congress then there would 
be no $350 million deficit, yes, sir. 

Mr. Gary. Provided the committee allows $172 million for payment 
for public services? 

Mr. Gittetre. That is correct. 

Mr. Canrietp. Provided we do it in accordance with law. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Passman. Will the chairman yield ? 

Mr. Gary. Yes, Mr. Passman, 


PROCEDURE FOR DEVELOPING COST ASCERTAINMENT FIGURES 


Mr. Passman. I have followed very closely the cost ascertainment 
figures in past years and I have had no quarrel with them. In fact, 
I have been one of the greatest defenders of the Post Office Depart- 
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ment; -and- of the’ forthrightniesswith: whiek it approaches thany of ates 
roblems;’'° #0" tus ytd 

Speaking witha miei ber of pe com ities a few’ days: in 
who also has‘an interest! iti the Post ‘Office Departivent, I expressed 
my vieWs on thé’ administration’s ‘proposal ‘to again: increase postal 
rates. “E'stated that I would support the proposal, partigularly to'in- 
crease the 4-cent postage’ to 5,/ and that this wool be some 2: cents 
per stamp less than it’ should be liad'we permitted the postal rate to 
follow olir regular economy upward’in the ‘past: few years: But that 
person said, “Well, they have changed'‘the procedure by which ‘the 
cost ascertainment figures are compiled, and even at 3 cents they’ may 
have had a profit on the first-class postage:rate.”» 

My question to you, Mr. Gillette, is: Have you changed the cost 
ascertainment procedure in recent years? 

Mr. Gittetre. No, sir. We have made no‘change in the cost ascer- 
tainment procedures. They have been consistently applied down 
through the years. ' 

Mr. Passman. Through how many years? 

Mr. Gruuerre. I would say that ‘they have “been vonisistontly.” ap- 
plied in the light of the consistency of their results ever since’ they 

started in 1926. 

Mr. PassmAn. Then, there has: not been: any major change in in the 
procedure for determining the cost ascertainment:figures ? 

Mr. Giutette. That is entirely correct, sit.: 

Mr. PassmAn. Have you heard any statements, similar to'the ones 
I just mentioned ‘asserting that changes have 'been’made in the rules 
and procedures to present a different setof figures? - 

Mri Guerre. The only comment Ihave heard that remotely bears 
resemblance'to the statement you ‘have heard, Mr. Passnin, was some 
——— of a column in a cost ascertainment table in the:1956 Cost 

scertainment Report: which showed, in addition to the-regular cost 
ase ertainment allocations of revenues and costs by classes‘of mail, on 

“estimated reallocation of costs for-intangible factors.” However, the 
excess or deficiency: by classes. of mail oe such “reallocations’ for 
intangibles was:clearly shown. 

The “realloctaion” column estimates were eliminated'in'the 1957 
report. Thus the comparable table in the 1957 report showed only 
the cost ascertainment system products; namely, ‘costs and revenues 
allocated: by classes of mail and special services... I believe it was only 
this additional column for intangible factors which:were not products 
of the cost ascertainment system, which may have caused some con- 
fusion in the minds of some people. 

Mr. Passman. The procedure, as established in 1992, with the excep- 
tion of the case you just mentioned, remains the same? 

Mr. Guerre. That is right. 

Mr. PassmMan. Beginning ‘with 1956 then, the préchidarés tor 1987, 
1958, 1959 and 1960 would be identical: with those used from’ 1928 
through 1956? 

Mr. Guerre. That is entirely correct, excépt for the evolution of 
the art:during this long period of time. By that'I' mean the improve- 
ments in the methods’ : eeiaing samples by post offices and classes 
of mail and services. 
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Mr. Passman. But no major change has been made, and a person 
would be safe to take that position and use the information you are 
giving? Now would you supplement your statement so that claims 
that the Department has changed the rules of the road, and the 
procedure, so as to confuse the Congress may be successfully refuted / 

Mr. Guerre. I would be very glad to supplement my statement 
in the record, Mr. Passman, and to further satisfy you, since I have 
Mr. Walsh, Assistant Controller in the Bureau of Finance here, who 
has been long familiar with the methods of the cost ascertainment 
system. I should like your permission to call upon him at this 
moment to verify that there had been no important changes in the 
methods of calculating the expenses and revenues under the cost ascer- 
tainment system. 

Mr. Passman. Will the chairman tolerate a continuation of this 
in order to get that statement ? 

Mr. Gary. Yes, certainly. 

Mr. Watsu. That is correct. That is the only instance I know of. 

Mr. Passman. Would you elaborate? This matter is quite im- 
portant to the Department, as well as to this committee. 

Mr. Watsu. Elaborate on it? 

Mr. Passman. Yes, so it can be conclusively understood that you 
are following the same rules and procedures as in 1926. 

Mr. Watsu. There have been no changes in the fundamental basis 
on which expenditures are allocated to the different classes of mail 
and service, on the basis of the use of the facilities. The only in- 
stance that I know of where the change was made in the presentation 
of the final figures was the additional column referred to by Assistant 
Postmaster General Gillette in the 1956 report, but the. work that 
went into the building up of the cost ascertainment figures themselves 
had not been changed. 

Mr. Passman. You improved upon the methods as you went along; 
is that correct ? 

Mr. Watsu. With experience; yes, sir. ; 

Mr. Gary. Is it not a fact that you used this method in submitting 
data to the Interstate Commerce Commission to support your request 
for increases in parcel post, and that the ICC has approved those 
methods indirectly by approving the rates? 

Mr. Watsu. That is correct, sir. 

Mr. Gary. In fact, the ICC approved them directly because the 
rates you requested were based upon the methods you were using. 

Mr. Watsu. That is correct. 

Mr. Gary. They accepted the rates and thereby they approved the 
method of arriving at the rates? 

Mr. Watsu. Yes, sir. 

Mr. Passman. That would be equally true, applying it to first-class 
rates as it would to any other classification ? ; 

_Mr. Watsu. As far as the cost of first-class mail is concerned ; yes. 
sir. 

Mr. Passman. Thank you, 

Mr. Gitterre. Mr. Chairman, as further support of the remarks 
made in connection with the Interstate Commerce Commission, which 
accepted, by its approval, the cost ascertainment system as recently as 
1953, I should like to invite the committee’s attention to the testimony 
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given before this committee by Postmaster General Summerfield last 
year. He made the point that you made, and in addition, he pointed 
out that an independent appraisal of the cost ascertainment system 
had been made by Maurice tt. Stans, then executive partner in Alex- 
ander Grant & Co., in 1954, in which Mr. Stans found that the system 
was, I quote, “basically sound and fairly reflects the costs chargeable 
to classes of mail and service.” 

This quotation came from the hearings on H.R. 6052, 83d Congress, 
Ist session, pages 52 to 53. Further, Mr. Summerfield pointed out 
that the House Committee on Post Office and Civil Service, on Feb- 
ruary 25, 1954, stated in House Report No. 6052, 83d Congress, that 
the Department’s cost ascertainment system, and I quote from the 
report— 


has been expanded and improved from time to time in line with experience, and 
to reflect changing conditions in the postal service. In periodic and independent 
scrutiny and analysis by professional accounting and statistical organizations 
through the years, the application of the basic cost ascertainment concepts and 
techniques have been sustained and the substantial accuracy of the figures 
established. The statistical information used and the judgment exercised in 
cost ascertainment appear to be reasonable and the methods actually were not 
seriously challenged at the hearings. 


Also, Mr. Chairman, Mr. Summerfield pointed out. that recently an 
accountant from the staff of the Bureau of the Budget spent an entire 
year reviewing the accounting procedures of the cost ascertainment 
system, and I personally talked to him during his period of review at 
some length. 

The Bureau’s report, as a result of this review, dated September 4, 
1957, based on those studies, concluded, and I quote: 


In our opinion, the accounting procedures as they are applied to the Post 
Office Department in the cost ascertainment system, represent an adequate and 
appropriate method for the determination of the operating results by classes of 
mail and services. * * * 


Finally, Mr. Summerfield pointed out that the general consistency 
in the results over a period of years strongly indicated a high degree 
of reliability in the product of the cost ascertainment system. 

(The following additional information was supplied for the 
record :) 


Postal officials have over a long period of years been concerned with the search 
for reasonable procedures for developing essential revenue and cost statistics of 
one form or another for the classes of mail and special services. Their studies 
have furnished the background of the cost ascertainment system made effective, 
as an annual undertaking, with the fiscal year 1926. 

The development of a cost ascertainment program, designed primarily to pro- 
vide information by classes of mail and special services, covered 3 years of inten- 
sive study of the problems involved by a large group of experienced men drawn 
from all branches of the postal service working under the direction of the Hon- 
orable Joseph Stewart, then executive assistant to the Postmaster General. 

Realizing the importance of having available year by year adequate and 
reasonably accurate data in respect of the several classes of mail and the special 
services, Congress, in an act approved February 28, 1925, making appropriations 
for the Department for the fiscal year 1926, included the following provision : 

“Sec. 214. The Postmaster General is hereby authorized to continue the work 
of ascertaining the revenues derived from and the cost of carrying and handling 
the several classes of mail matter and of performing the special services, and 
to state the results annually as far as practicable * * *” (U.S.C. 826). 

In conformity with this legislation, the Post Office Department, beginning 
with fiscal year 1926—patterning closely on the fiscal year 1923 study—and 
continuing to the present, has administered and operated the cost ascertainment 
System. 
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“Cost Ascertainment” is the; term appli¢d,ih the Rest, Ofire Department. to 


deseribe its plau or system, parthy,. unting ;and :part 
veloping through the medium of a cahiling Droeduey ene 
volumes, and average hauls fairly attrifutd A ito : 

of muil handled by the postal servicéfirst,! seconds: third, fourth; fotelgn, 
penalty, franked, free-for-the-blind, and airmail—and similar revenue, ; expense 
and volume data for each of its special servicharrrepeciAl, delivery, money order, 
insurance, collect-on-delivery, registry, and postal savings, = ;. ©. | ® 

In this undertaking each class of mail and eich ‘special! service fs “viewed 
as a separate entity and the expense fairly atttibutablé ‘to! each dneludes | its 
proportionate share of joint and overhead expense as, well: as expense for which 
it is directly responsible. ‘ammo ) segol] of} 

Many independent accounting authorities over the year have a raised and 
approved the Department’s cost ascertainment system. Hereé'is a concise history 
of what they found: POPE GORE only 

In connection with the original cost ascertainment development, made: in 
1923-24, much expert technical advice was rendered by the, firm of W, B. 
Dickenson & Co., accountants and engineers, New York City. OF oe one. 
tion of this original study, the well-known accounting firm of Ernst & Ernst 
was retained by the Postmaster General to make a careful examination of the 
methods followed and results obtained in this original cost study." ‘Both of 
these firms submitted reports of their investigations and approved the, System 
both as to the methods followed and the results obtained. : 

When the cost ascertainment system was being developed, the cost commit- 
tee of the Post Office Department received advice from Dr. M. O. Lorenz, chief 
statistician of the Interstate Commerce Commission. 

Frederic A. Tilton, Third Assistant Postmaster General, who was a profes; 
sional accountant of wide reputation, went deeply into the cost ascertainment 
system, which was under his jurisdiction during his incumbency (1929-33). 
During tht period he publicly approved the system on numerous occasions. He 
made a concise analysis and evaluation of the cost ascertainment system in an 
article nublished in the bulletin of the National Association of Cost Accountants, 
April 15, 1932. 

During a period (circa 1930) in which parcel post rates were under considera- 
tion by the Interstate Commerce Commission, a wide variety of unsubstantiated 
critical and conflicting opinions was expressed on the effectiveness and accuracy 
of cost ascertainment. An analysis made at that time by one of the statistical 
experts of the Interstate Commerce Commission, contained the following state- 
ment: “* * * careful consideration of these methods and the data presented in 
connection therewith leads to the conclusion that while not free from imperfec- 
tions, they undoubtedly represent an elaborate, unbiased, and painstaking at- 
tempt to ascertain the facts with respect to revenues and costs, and that the 
results thereof are entitled to careful consideration by the Commission as the 
best evidence available to it as to the probable costs.” 

For a period of approximately 15 months in 1943-44, a thorough review of the 
eost ascertainment system was made under the direction of Charles A. Heiss, 
formerly comptroller of the American Telephone & Telegraph Co. Asa result of 
this investigation certain modifications were recommended which resulted in 
strengthening and improving the system, but which did not result in any mate- 
rial changes in the final results obtained. Mr. Heiss made a comprehensive 
report of this study on December 29, 1944, which approved the system with 
minor modifications. 

In the parcel post rate cases before the Interstate Commerce Commission in 
both 1951 and 1953, the Commission’s own cost experts thoroughly reviewed the 
cost ascertainment system. Adopting their conclusions, the Commission ren- 
dered favorable decisions consenting to adjustments of parcel post rates, based on 
the cost figures. 

I have already alluded in my testimony to the favorable comment of Mr. 
Maurice H. Stans in 1954, when he was a consultant to the Department; also, 
to the comment of the House Committee on Post Office and Civil Service in 1954, 
and the Bureau of the Budget’s report in 1957. 

During the past 10 years, the cost ascertainment system has been discussed 
by post office people in considerable detail with at least 30 recognized experts in 
various fields outside the postal service. ‘These people included fiscal account- 
ants, cost accountants, statisticians, economists, and transportation experts. 
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1960, at a 4. “percent increase, ‘an he emp loyment ‘in man- years, 
which includes the leap, year extra a. Showing in total a 3.06 in- 
crease, 

The reason I. covered, up the other columns, was.,simply ito; avoid 
confusion from ‘the: many: /figuaes, on the) ehart; |, You) see,now | that 
they represent the, 1959, comparative figures! land) d,think they nre pelf- 
explanatory ; I will not take time to detail them here. Beier final cov- 
ered part is 1958. (:evollot of hevistes iiudo od'T) 


Ratio oF Estrmatep OBLIGATIONS 


This next chart is entitled “Ratio of Estimated Obligations,” and I 
should likeat this point to submit a copy for the record. 

Mr. Gary.' Without objection, it will be inserted'at this point in the 
record, 

(The chart referred to follows :) , 1 noi oainisnbd 
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Mr. Guerre. The reason for the drop in the percentage to 76.36 
ercent, to which you refer, is not that the absolute dollars in 1960 
rop; they do not. They go up somewhat, but the percentages of 

those dollars for personnel, etc., to the total goes down because it is a 

smaller proportion with the increased dollars being asked for in 

capital and research. 
his shows the emphasis that the Department is placing on modern- 
ization of its postal facilities, and expenditures for research. 


CoMPARATIVE OBLIGATIONS 


This last chart, Mr. Chairman, which I would now like to submit 
for the record, is entitled “Comparative Obligations.” 

Mr. Gary. Without objection, it will be inserted at this point in 
the record. 

(The chart referred to follows :) 
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{In millions] 
dezbiniin — 
| 1958 1959 1960 Increase, 
Appropriation | actual estimate estimate 1960 over 
| 1959 
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! 
Administration, regional operation and research .| $68 $69 $72 $3 
SEE aa sineckoel 2, 691 2, 908 3, 010 102 
SE ene. 498 516 627 11 
Facilities__- <a ae es | 169 182 201 19 
Postal modernization_.._.-.......- | ---] 89 89 
Total comparative obligations... ace 3,426 | 8.675 | 3, 899 204 
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Note.—Revised Feb. 4, 1959. 


Mr. Guuette. This is a comparison of obligations programed for 
1958-60, to give the committee a ready reference to the changes pro- 
posed in the 1960 budget as compared with prior years. I would call 
attention to the total increase of $224 million, of which $100 million 
is made up of increases in capital and research requested for 1960; 
thus, without those increases, the total increase to handle the in- 
creased volume of mail would be only approximately $124 million. 

One other thing I should like to emphasize here is that this increase 
in the operations appropriation requested in the amount of $102 mil- 
lion includes about $11 million just for the extra leap-year day in 1960, 
and it also includes another approximately $11 million just for auto- 
matic step and longevity increases, so that of the $102 million, almost 
$22 million is completely beyond our control, is automatic. 

Mr. Chairman, this concludes my preliminary presentation. 


PaYMENT TO Pupiic SERVICES 


LOSS FROM THIRD- AND FOURTH-CLASS OFFICE AND STAR ROUTES 


Mr. Gary. Mr. Gillette, in your statement I believe you referred in 
two places to the reimbursement to the Post Office Department, out of 
the general fund of the Treasury, for the loss on public services, as 
required by Public Law 85-426 in the amount of $172 million. 

During the Postmaster General’s testimony, we had some discus- 
sion concerning the fact that the law required the increase in that 
amount of loss from star routes, third- and fourth-class post offices. 
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It is my understanding that you did not add any reimbursement costs 
for those items because you were unable to ascertain what the costs 
were; is that correct ? 

Mr. Gitterre. Thatis correct, Mr. Chairman. 

Mr. Gary. Will you tell me why the loss on star routes and third- 
and fourth-class post offices should be considered public service and 
the loss on first- and second-class post offices should not be? 

Mr. Guerte. I cannot tell you why, Mr. Chairman. I believe that 
it is impossible to calculate any loss on third- and fourth-class post 
offices and star routes, and that is why the Department is submit- 
ting no estimate. 

Our previous testimony indicated that we could not understand all 
of the reasons why this was included in the legislation. 

Mr. Gary. Can you give me one reason ? 

Mr. Gittetre. I am unable to give you one, Mr. Chairman. 

Mr. Gary. I would just like to know what actuated the insertion of 
those items in the law. 

Mr. Gitterre. I am unable to give you an answer to that beyond 
that which the Postmaster General gave. 

Mr. Gary. If the loss in those items are public service, would not 
the loss from any item in the post office be public service? 

Mr. Guette. That would be entirely logical, Mr. Chairman. 

' Mr. Gary. And if the loss is public service, then the service itself 
is public service; is that not correct ? 

Mr. Gittetre. That would follow. 

Mr. Gary. Then to carry that argument to its logical conclusion, 
we should do away with the revenue entirely from the post office and 
just operate it out of the Treasury. 

What items make up the $172 million? Have you an itemized list 
of those? 

Mr. Gitierre. I do, Mr. Chairman. They are included in the justi- 
fication that was submitted for the record, but I will be very glad to 
go over them at this point. 
: ~ Gary. I think it would be well if you were to go over them 

riefly. 

Mr. Gittettr. Mr. Chairman, the first item in our 1960 estimate, 
which we made in compliance with Public Law 85-426, which listed 
the items on which we were requested to make estimates, is the total 
loss on free and preferred rate mail. That estimate is $131,863,000. 
I pointed out in my statement at an earlier session of this committee 
that this figure might conceivably have been calculated differently, 
as simply the loss of revenue on these items listed for free and pre- 
ferred rates. 

If only the loss of revenue were included, then the amount would be 
836.585 million instead of $131.863 million. 

Mr. Gary. I would like to understand that. How is the loss of 
$131,863,000 computed ? 

Mr. Gitettre. That is figured, Mr. Chairman, as shown on pages 
606 and 607 of the justification, which also have been submitted for 
the record. These pages show the detail of the difference between 
the estimated revenue for each item listed in section 104(a) (1) of 
Public Law 85-426, and the expense for those items, the result being 
the total loss indicated for each of those items, which in total amounts 
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to..$131,863,000. . The table, that was previously submitted in. testi- 
mony .a. few days,ago, before your committee.on,this particular. sec- 
tion of Public Law 85-426, which was prepared: in.the same manner 
as the Comptroller General. prepared a.table for 1959,in,response to 
Senator, Hayden’s request for information, breaks down the $131 mil- 
lion as $36,585,000 due. to rate concessions,.and $95,278,000. due to the 
loss on these particular items, -based on. the volume estimated by cost 
ascertainment, that. would have. been sustained if. there had_not. been 
arate concession. lata 

Mr. Gary.. Let me, get, this straight.. I want.to.get it absolutely 
straight in my own mind. wRGrruye 

Do I.understand. that this item covers free mail, the mail of elee- 
mosynary and charitable and educational . institutions, , including 
county newspapers and similar items, which the Congress has decreed 
shall be carried free of charge? ' 

Mr. Guutette. That.is right, Mr. Chairman. 

Mr. Gary. And the $131,863,000 is the total cost of carrying that 
mail? 

Mr. Giuterre. That is the total loss for carrying that mail. The 
difference between the cost ascertainment estimates of revenue and 
of expense on those.particular items. : _ 

Mr. Gary, Suppose the, Congress had not decreed that these items 
should be carried free, but should be carried at the same rates as other 
classes of mail which were not favored.. Then the difference between 
that revenue and the expenses would be—— 

Mr. Gutette., It would be $95,278,000. 

In other words, Mr..Chairman, if these particular designated, classes 
of mail had no rate concessions, there would’still be a loss based upon 
the estimated number of pieces for each subclass of mail of $05,278 > 
000, because the major categories in which they primarily fall, namely, 
second-class mail and third-class mail, are operating at.a.loss today. 
In other. words, the rates for second-class mail,and third-class mail 
as fixed by Public Law 85-426 are still not sufficient to cover the.costs 

Mr. Gary. Then why. should the subsidy that we give to these big 
mail users, the big magazines and mail order houses, not be :con- 
sidered public service, too, if you are going to take the total cost? 
Why should you not consider the cost for those services? 

a Sore Certainly some. would allege that. the subsidy rep- 
resenting the difference between revenue and.expense would be a 
phe service if they thought, that, that was.a, welfare type item, but 

do not believe that that. could by any. stretch.of the imagination 
be. considered. general welfare activities. ich aceal ae 

Mr. Gary. The people who are getting the benefit of that-subsidy 
are not..willing to, designate that asa. public service, but they: are 
willing to designate that same item on the free mailing list as.a public 
service; is that,correct 2. cits ; 

Mr. Gitierre. That is substantially correct... In .other, words, a 
subclassification of a total class that..is already being.carried-at a 
deficit. is in,,turn, creating a further deficit by rate concessions jas 
called for.in, Public Law 85-426, ea 

Mr. Gary. The. fact that they.are getting a subsidy, though, does 
demonstrate the absolute absurdity. of the whole scheme; does, it not? 

Mr, Gutuerre. I think that it does, Mr. Chairman. : 

Mr. Gary. You may proceed with the other items. 
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Mr. Guerre. To go, back, Mr, Chairman,,to the summary on page 
601 of.the.jusification, the -next item, seriatim. is, loss.on .operation 
of..star route systems, and. third .and fourth. class, -post ion for 
which we-are, submitting no estimate. ,This.,.we.have already. dis- 
cussed. The third item is loss on nonpostal services for other agencies. 
That is estimated, for,1960, at .$16,482,000., The,itemization of. that 
figure is shown .on page 609 of the justification, submitted for, the 
record. and. includes- most, importantly,.custodial -and related -seryiees 
for public buildings, , Qur.custodial services in. public buildings used 
partly by others is the principal.item in. this,amount, of $16,482,000. , 

caer res _. SPECIAL SERVICES ie a ate 

Then' the fourth “item is “Loss on special sérvices,” which we ésti- 
mate at $22,655,000, and''this is'itemiized on’ page’ 611 of the justifica- 
tions already placed in the record. The loss on special servicés oc- 
curs primarily in registered mail, c.o.d. mail, special delivery mail, and 
money orders, and in the aggregate, prior to the increase in pay rates 
approved by the Congress last year, theré was substantially no Joss 
for special services: Pn ws Acad — ms 

It is the intention of'the Departmerit to try to minimize these losses 
by adjusting rates from time to timé, but because’ the ‘market: is’'a 
highly elastic market iti most instances ‘we find’ that sometimes in- 
creasing the. rates ‘is not the way, or does not prodtce a net redtiction 
in the loss because the volume drops off faster than ‘the revenues 
go up, but I can say to the committee that we are constantly reviewing 
this matter of special services in an effort to minimize thé loss in’this 
category. eit Sits ! 

RATES PAID FOREIGN AIR CARRIERS 

Finally, Mr. Chairman, the fifth item is “Cost of excess rates paid 
to foreign air carriers.” 

Our estimate for 1960 is $1 million, and with the other.items I have 
mentioned, this makes:a total of $172 million, which is, the- estimate 
we submit as a basis for consideration by this,committee. 

Mr. Gary. ‘Mr. Passman, have you any questions? 


COST OF POSTAGE :OF SENDERS OF THIRD- AND FOURTH-CLASS MAIL |~ 


Mr. Passman. Mr. Gillette, have you, by, chance, had an opportunity 
to review the annual expense budget of any of, the book manufac- 
turers, or.other recipients of this free seryice, so. as to,ascertain the 
percentage of the total budget, that is, represented, in postage? _. 

Mr. Gutetren. I have not personally done that, Mr, Passman. . The 
paroentagp would vary.very considerably by the nature, of their 
yusiness, 

Mr. Passman. I am speaking of—we shall say—manufacturers who 
are part of our free enterprise system, operating for a profit; but 
because of the nature of their business, they are, the recipients. of 
these free services, a, postal subsidy, because it is claimed that man 
of them would be put out of business if. the subsidy were Sted 
I am of the opinion that if you had an opportunity to make a suryey, 
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you might discover the postage part of the operation would be but 
a very small percentage of the total annual budget. 

Mr. Guerre. I think that is entirely true, Mr. Passman, and I 
further believe that there is no basis for giving private enterprise a 
subsidy to carry their advertising any more nhs there would be a 
basis for the Government paying a portion of their radio time, or their 
TV time, or their billboard expenditures. 

Mr. Passman. I am in accord with the gentleman’s views; but I am 
wondering if it would not be worthwhile for the Department to ask 
a few of these larger companies who print what they call educational 
books, and which receive this subsidy, just what percentage of total 
annual operating cost goes for postage. 

Mr. Gittetre. Mr. Passman, Dr. Raines advises me that we have 
attempted to make studies of that sort in the past, but have found it 
difficult to have the books of those companies made available to us, 
plus the fact that we know that, as I said, one company, or one indus- 
try, will vary tremendously from another. We have the general im- 
pression, however, that for most industries, postage is a very small 
part of their total cost of goods sold. 

Mr. Passman. In this day of deficit financing, with the staggering 
public debt that will have to be passed on to unborn generations, do 
you not think we are fast approaching the time where we will have to 
put the Government on a business basis, and stop all the subsidy ? 

Mr. GiuteTtTe. I agree completely with the Saath and this 
is what Mr. Summerfield and his colleagues have been trying, for the 
last several years, to do. 

Mr. Passman. I want the record to show that I am sympathetic 
toward those receiving this subsidy; but I think the time is overdue 
for us to serve notice upon them that “we want to have a look at your 
books. We want to know what percentage of your total annual ex- 
penditures would represent postage if we put you on the same basis 
as other segments of free enterprise.” They are in business, you 
understand, to make a profit. 

I think the time is overdue to demand that information. I hope 
that next year, when we come back in and start talking about these 
special services, you will have had an opportunity to make a survey 
of a few of these companies that are getting a good part of this $131 
million annually, and find out whether or not they are telling us the 
truth when they say that we would bankrupt them if we should re- 
move this subsidy. 

Mr. CanFieLp. Will you yield? 

Mr. Passman. I shall be happy to yield. 

Mr. CanrreLp. Sometime I think the Congress would render the 
taxpayers of the country a real service if it were to publish a list of 
names of publishers of magazines, periodicals, who forever are edi- 
torializing against Federal subsidies, but are very happy with those 
that they receive. 

Mr. Sine. Not only happy with them, but fight for them, and em- 


ploy large lobbies to keep them. 

Mr. CaNFie.p. Exactly. 

Mr. Passman. I think we are discussing a problem that is rather 
important, which is growing every year. With the budget out of 
balance, and in all probability it is going to continue out of balance 
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as long as we are operating — methods that we use today, I believe 
the time has come for the Department to go into the books of the 


recipients of this subsidy and find out om what the facts of the 
business are. I think we are entitled to that information. 


DANGER OF PUBLIC SERVICE CONCEPT 


Would you like, Mr. Sessions, to comment on the nature of these 
special services, to what extent they are hidden, whether or not an- 
nually they are becoming greater, and whether conniving, if I may 
use that word, is becoming more prevalent ? 

Mr. Sesstons. Mr. Congressman, I would like to request that my 
comments be understood as being on a personal basis in such a rela- 
tion and not as a comment for or by the Department. 

Mr. Passman. I should like it to be understood that I am speaking 
on a personal basis, and not for the committee; but those are my con- 
victions, which is why I asked the question. 

Mr. Sesstons. My personal convictions are the public services con- 
cept is a most dangerous vehicle, and if it is carried out to its possible 
logical conclusion, I feel it can destroy the ability of the Post Office 
Department to operate on a pay-as-you-go basis. I foresee that suc- 
cessive sessions of Congress will be beset by pressure groups seeking 
to be included as beneficiaries of this concept. 

This will make it difficult for the Post Office Department to charge 
for its services which it is now giving. 

Mr. Passman. Is that now the trend ? 

Mr. Sesstons. I would say that is; yes, I think I would say it is 
the trend. 

Mr. Gary. The logical trend ? 

Mr. Sesstons. Yes. 

Mr. Canriecp. I understand large sums of money are being spent 
here in Washington and throughout the country to sustain lobbies 
that promote and seek to maintain these subsidies. 

Mr. Gary. Mr. Pillion. 


LOSS OF REVENUE ANTICIPATED 


Mr. Pixtion. I do not know who to address this question to, but on 
page 606 of the justifications I note under the category “Reduced Rate 
Mailings,” newspapers and periodicals of certain nonprofit organiza- 
tions. The estimated revenue for 1960 will be $5,242,000 and the esti- 
mated expenses will be $69,194,000. That appears to be the most siz- 
able loss that the Federal Government will sustain in the special serv- 
ices category. 

Could you tell this committee what part of that is made up of 
losses on newspapers and what part is made up of losses on periodi- 
cals of certain nonprofit organizations ? 

Mr. Giuttetre. Mr. Pillion, we do not have that information broken 
down as between newspapers and periodicals, but I can say that it 
is the result of a flat zone rate for newspapers and periodicals of 114 
cents a pound as compared with a regular rate which is charged news- 
papers and magazines varying with the zone. 
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Mr. 'Puaion. Newspapers in’ this wonders’ does: ‘that: mean: news- 
papers rie. p gs —papermarm q? HOD | 
r. Gnakrre. Yes, sit! (ie cin} Lo at 

Mr. Pitxi0oni: What: type’ of newspapers: owaibh! ww have of ‘non- 
profit organizations? Can you cite one or two cases? 

Mr. Gitterre. Mr, Pillion) may I ‘ask Dr.‘Raines, who is Director 
of the es Rates Division, Bureau of Finapee, | to answer your 

uestion ? 7 

Mr. Rats. ‘$Hiest ‘are latgely' ‘publications ‘issued’ iy’ honprofit 
organizations such’as' labor ‘unibns; ‘relizious' organiz ations, fraternal 
organizations, veterans’ ee apr such: as’ rAtHGriodt Legion, et 
cetera. Most of these publicati 18; T' believe, are in magazine format. 
Sometimes they ‘ate in! ~te ane per format: and peerair) the difference 
is of little consequence 't6' tis’in’ megan | the losses’ on these > particu- 
lar mailings, wé make tio separation on that basis!” | ° 

Mr. Prtinron: Then ‘the 'bilk of’ this loss ‘cothes” i ‘publitations 
sent by labor unions, religious’ ‘groups, veterans’ _BTOups, and’ frateynal 
organizations? |! 

OVER Rates! A Teo scientific, edaeationil, philinthtopie! and ‘agri- 
eultuiral nonprofit orgahizations. 

“(Mr Pirro?! How about fotindations? © (0 ooo) bs 

Mr: Rates. Not business foundations ‘but ‘some Hionprofit and 
charitable foundations. |‘ +O aes 

Mr.) Giver: Mr: Pillion, the totad intithBei of pieces of mail in 
second- class category exempt frotii ‘zone’ rates’ of the type you. are 
talking about we estimate for 1960 is about. 1, :600' million ‘pieces or 
over 22 percent of the total second-class mail. 

Mr. Prxt10Nn. In other words, this type of mail is paying roughly 
about $1 for every $14 of cost to the Government::’ ‘Revenue i is 35 mil- 
lion and expenses are something like $70 million. 

‘While we are in this same ve do'we have the ‘losses for news- 
papers of ‘profit organizations and ‘the ragazines and the periodicals 
of profit organizations? What category’ does that come unc sr? Does 
that come under L? Those are just books, I bélieve! 11/27 

Mr. Guuette. The only publications i in that category woul be the 
free-in-county second-class mail, which is item C'in section 104(a) (1) 
of Public Law 85-426 and item I— ; 

OMY, Priuton. Ttem C? ” , 

°) Mr. Griverre. ‘Second:class free-in- Leoutity mail.’ 

Mr. Precio: ‘Does that) include newspapers and a 

Mr Griterre: Yes, sit. ov 

“Mr Ratnrs. ‘Mostly smal] weekly newspapers. i 

‘Mr. *Prrtt0n! That is'small ‘weekly’ hewspapers. | oi it include 
also the large newspapers? 

‘Mr. Rates. It has just been pointed’ out to’ me in terms of the 
weisht that most of the free/in-country ‘consists of daily newspapers. 

Mr. Pruuion. Where does the ordinary magazine come in? 

Mr, Ratnes.'The larger magazines normally would’ not become in- 
volved iti free-in-County ‘but sometimes small ‘magazines such ‘as 
church coe orig Ba a ‘county’ where, there are ‘no delivery Services 
would come ‘into t | 

Mr. Prtxion. Where is’ ‘the nt on ordinary ‘magazines such’ as 
Ladies Home Journal and that type of thing, where does that show 
up? 
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Mr. Guazxetie. That loss: is veflaeted: in the total loss'on second+class 
mail, Mr. Pillion. Siverios dou tidied ety 
Mr. Pintion. Whereisthat? if rion eh tad le sateen iv 

Mr. Giterre, That: does not show iim this: listing of preferred rate 
publications because it is not involved. ent “ond ald 
As: far; as: second+class mail is: iconcerned) !the: total: volume! of 
reduced-rates items ‘we-are talking about’ in this'class would! show an 
estimnated loss of $76,597,000 i€ there were:no rate concessions because 
of the low rates: established: by the Congress for' second-class mail.’ 
Mr. Prtuton. In that second-class: matl:loss could: we' have mserted 
in the record the amount of loss arising from these iiagazimes'of profit 
organizations and the amount of loss accriing from hewspapers' a! 
lished by: profit: organizations#i(!) io) ) oii jouw) ak one Ps BD 
Mp,! Gatierre.: Mr. Oongressman, we donot have:the Joss broken 
down by those categories although we have attempted to provide this 
information :for iprevious testimbriy on rate hearings, but Pican! give 
you this'figure whieh: may ‘be hetpful:to yous: That is that the:revenues 
ahd expenditures for second-class: mail; ndjusted té include 'the'final 
effectidf rate increases:and subsequent cost indrénsesy baséd upon 1957 
cost ascertainment-figures already! ‘published, show: that! second-class 
mail has adjusted:revennes of $101.1 milion and adjusted expenditurés 
of $382.4 million, ora total deficit ‘of’ $281.3 milion)! which ‘is the 
deficit: resulting, 'as I stated earlier; from ‘postage tates far below the 
actuall:cost of handling second-class mail: |!s'e ow stoceiidug © ute | 
Mr.'Pmutow. | In otHer words, magazines ds a whole bring to thetaxt 
payers of! this:country losses that'mily well uh into’a liundréd mif- 
lion: dollars or more, Is that ‘a correct or! incorrect ‘statement 4! By 


wees 


that: I meanannuallyy)'!) pees 
Mr: Giserrs. Mr. Chairman, ‘it is true that! magazines 'probably 
pay more than a hundred: million dollars ‘less than the cost of' han- 
dling them, but patt of ‘that: is! offset’ by’ ‘the extra’ amount’ that’ the 
first-class mail pays over and above its fully allocated cost,'so that’ the 
net effeet is not carried through directly to the deficit.) 8 00 
Mr. Puazon.) That is based upon the theory that these magazities'are 
educational. Has your Department made a study of the percentage 
of magazines that-may' be' placed in the category of junk magazine or 
obscene ‘literature ‘or some of the type of literature that you ‘would 
not want your children to read? Is there any differentiation here as 
to what is educational and what is not educational? We are’ subsidiz- 
ing, I think, sometimes magazines that'are a'far cry’ from what is 
educational or what is beneficial for the' public. LORE 3% 
Has.the Department ever made’a study of that classifi¢ation of mag- 
azines that we are furnishing subsidies for ?: hip deen eit see 
Mr. Sesstons.' Mr, Congressman, 'the Departmént has no such study. 
However, the facts of the matter are'that the subsidy ‘includes ‘many 
magazines which to'say the least are not considered in godd' taste and 
should not: go! into the homes containing your children. ' spe 
_ Mr. Pit1ion. But under our present system we’'as 'taxpayers—I 
include all of us in this room and the whole country—areée futnising 
under our present systema subsidy for that type of mat} that may 
actually be harmful and in that way! we'are acttially harmint the'edu- 
cation of our children ‘and permitting it’ to be subsidized! by the: ‘tak- 
PH OdtO9 
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payer on the theory that we are educating them morally and other- 
wise. Is that not correct ? 

Mr. Sessions. That is correct. Mr. Congressman, may I ask our 
legal counsel to offer a little information on this subject ? 

Mr. Pitiion. Yes. 

Mr. Warsurton. The Chief Inspector just mentioned to me the 
fact that the Department, including both his office and mine, is re- 
ceiving a great number of inquiries of this same nature you have 
just directed to the Deputy Postmaster General. I would like to ask 
if I may go off the record a moment. 

Mr. Pittion. Off the record. 

(Discussion off the record.) 

Mr. Passman. Is it not true that there are several different types of 
subsidies to these national publications, or magazines? Maybe one 
would be in the educational field, one in the religious field, and one 
similar to the monthly periodicals? Percentagewise as to cost of 
handling, is it not true some of them receive a larger subsidy ? 

Mr. Gutette. In terms of dollars some might get a larger subsidy 
than others because of the larger number of copies they sent through 
the mail and, of course, some would get a larger subsidy than others 
if they were not so-called exempt publications carrying a preferred 
rate such as the type we were discussing earlier. 

Mr. Passman. Let us get to the net result. Let us assume that 
T am a publisher, we shall say, of a magazine which will be called a 
religious magazine, and it weighs 2 pounds. I am shipping it from 
New York to New Orleans. Would I get a better rate for that 2 
pounds than if I were publisher of Time magazine, weighing 2 
pounds, going from New York to New Orleans? I want to arrive 
at the net cost. You do not have to go into any complicated formula. 

Mr. Guerre. If it were a nonprofit religious publication that came 
under the exempt regulations of the Post Office Department, it would 
receive a rate concession, and therefore your religious publication 
would obtain more of a subsidy than the regular second-class publica- 
tion, which still does have a subsidy because of the fact that its rates 
are still below cost. 

Mr. Passman. In effect, certain types of publications are granted 
a larger subsidy against the cost of handling than others; is that 
correct ? 

Mr. Gittetre. That is correct. 

Mr. Passman. Thank you. 

Mr. Prtiion. Under category L, “Reduced rate mailings for books,” 
a loss of approximately $14 million is shown. That also applies 
to all types of books and all classes, whether good, bad. or indifferent 
and whether they are for pleasure alone or whether they have any 
educational value at all. In other words, there is no way in which 
the literary value of a book can be classified as a matter of sound 
public policy and, therefore, that subsidy also pertains and is part 
of all classifications of books. 

Mr. Rarnegs. That is true. 

Mr. Pitti0on. Reduced mailings for library books under schedule 
L—are not most libraries being funded or operated by municipalities 
or by citizen groups, and by municipalities that are more or less public 
corporations? 
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Mr. Rarnes. Virtually all of them are nonprofit organizations, 
many associated with universities, school systems, and so on. 

Mr. Pituton. Is there any special reason why that type of cor- 
poration should receive a subsidy from the Government ? 

Mr. Ratnes. No more than any other organization. The primary 
point I would like to make, sir, if I may, is that preferential postal 
rates as a form of subsidy is neither practical nor equitable because 
it does not fix the amount of subsidy either on the basis of the need 
of the organization or the organization’s contribution to the public 
welfare. It simply gives a subsidy on the basis of gross amount of 
mailing, which seems to have no rhyme or reason and make no sense, 
in my opinion. 

Mr. Pituion. Thank you very much. 

Mr. Gary. Mr. Alexander. 

Mr. ALexanper. I have one question I would like to get cleared up 
in the justifications. You show a loss in your operation of star route 
and third- and fourth-class offices. I believe the Department takes 
the position that there is no information currently available on which 
to base an estimate of the loss, if any, which would be attributable to 
these operations. Is that substantially correct? 

Mr. Guette. That is right, Mr. Alexander? 

Mr. ALExANnpeEr. Has the Post Office Department in earlier hearings, 
~_ AgO, ever used any type of figures that would be comparable 
to this? 

Mr. Gituette. I personally, know of no comparable instance which 
would show that figures had ever been developed in this area. 

Mr. A.exanper. The reason I ask that is this: I know you have 
been asked many questions and you have given many charts and figures, 
I am sure someone will come up with something like that if it has 
— been brought out. I do not know of any. That is all I care to 
ask, 

Mr. Gitterre. I know of no such instance. 

Mr. Gary. Mr. Conte. 


PUBLIC SERVICE CONCEPT 


Mr. Contr. Mr. Gillette, does the Post Office Department have a 
definition of a public service ? 

Mr. Gitetrr. This has been defined for it by the Congress in 
Public Law 85-426. 

Mr. Contr. They specifically set out certain groups that should 
come under public service ? 

_Mr, Gitierre. That is right, Mr. Conte. They have listed in sec- 
tion 104(a) what they have determined are to be considered public 
services. 

Mr. Conte. In other words, if there are any fallacies to this par- 
ticular system, it is due to the fault of Congress and no one else? 

Mr. Gary. If the gentleman will yield, this is what happened. 
This bill passed the House last year without any definition of public 
service in it. It went over to the other body and the other body 
inserted this definition of public service. It came back to the House 
and went to a conference committee. The House never had an op- 
portunity to pass on it. 
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Several of. the Members of the House stated that, so far as they were 
concerned, they felt, the insertion of the-provision in the bill was all 
wrong, but because of the lateness of, the session and the fact: thatthe 
bill was very controversial.anyway, when. the conference committee 
came to the floor.of the. Heuse:a great many Members ef the House, 
including the-chairman of the Post Office and.Civil Service Committee 
and :the chairman of this committee,-made it very clear inthe pro- 
ceedings that they, were voting for the bill with grave misgivings 
because this provision was in the bill. 

~Mr,; Conte. ‘Ehen the other» body -did outline fhe specific public 
services4 «:, 

Mr. Gary. That is right, and the House had no ) opportunity to 
debate them or to amend them and -practically.o opportunity to 
discuss them except in a conference report.-at the very end of the 
SESSION.) 

Mr. Conte. -L.would Viden to say. for the record] that certainly I, asa 
freshman, oppose a dot of these so-called. public services which are not 
publie services at all.. -Certainl nly it is not fair tome as,an individual 
to subsidize-a labor union to send out papers against me ima campaign. 
It surely puts me in a ridiculous position where: T am paying for a 
campaign against myself: ». . ; 

r; Puton.; Either for.or against you, I might: say; 

Mr. Conte, I use that. merely as one-of the ridiculous oxammpien of 
how foolish this really is. Thank you. 

‘Mr. Passman. How are similar subsidies, if.there are-any, handled 
in other nations, suchas,Canada. and -France and Great Britain? 
It is my understanding their postal services are on a self-supporting 
basis: Do they grant similar subsidies ? 

Mr. Sessions. In many. European nations there are no.subsidies at 
all. The Postmaster General of Great, Britain, who recently visited 
the Department, stated before all the Department officials that it isa 
firm policy to make the British Mail Service pay its way. 

Mr. Passman. They get along very nicely, too, I believe. 

Mr. Sessions. They do. 

Mr. Passman. And some of the great magazines published in this 
country also publish editions in Great Britain ? 

Mr: Sesstons.' I believe that is true. 

Mr. Passman. And they stay in business there and make a profit. 

Mr: ‘Szsstons. I believe they do. 

Mr. Passman. Should not that fact open a new field of: investiga- 
tion, and should it not be cited as'an argument for'a rate increase in 
this country—that some of the national magazines that invest in for- 
eign countries and pay nonsubsidized postage rates make a substantial 
return on their investment in those countries? “ 

Mr. Gitterre. Mr. Passman, we have given that type of testimony 
in defending the justice of our request for an increase in the past. 

Mr. Passman. Do you mind saying it again and again, until it 
catches on? 

Mr. Giiterte. I think that would be an excellent idea: 

Mr. Passman. Thank you. 
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Mr. Canvretp. Mr. Gillette, I, quate from your promotion fadsy 
these words: 

As the Postmaster General has told‘ you, ‘it is the intetition | te vitinite new 
rate proposals for congressional consideration that would wipe out the remaiding 
deficit of $350 million in 1960. satthO woruntl «aM 

Do you know when those proposals wilh be submitted to the Con- 
gress and tf they will embrace more'than the proptised ? ar ae 

Mr.-Sesstons. May I answer-that, Mr. Canfie Neither .the 
tails of those proposals‘nor-the date of Sbbidiisniad his been: decided 
yet. I can only-say such a proposal-will be submitted 1. -20) bron 13 

Mr. Canrievp. Off the-record. 9, 4. 4 jiesccues ices oat 

( Diseussion off the record.) 

Mr? ALExAnpen. Off the reeort: 

(Discussion off the record.) 

Mr. Pinion. Will the gentleman yield? 


_ RATE INCREASE oN FIRST- CLASS MAIL" ' 

W Nate costs are ascertainable such as we have here in’ ‘the Glasses, 
and if there were to be a recommendation ‘to meéréase the first-class 
mail to 5 cents when: that ‘first-class mail i8 already paying its way, 
would it not bé very difficult for Members of Congress to defend an 
increase to 5 cents on principle?’ How can’ Members: of -Congress 
defend the increase to’5 cents‘tind still permit other’ areas of mail’ to 
be subsidized ? : 

Mr. Gaizerre. If I may answer that ithibstions I do not’ think it 
would be at all difficult because from’ 1926 until 1941; the period in 
which our cost ascertainment system was operating, ‘to’ ‘just before the 
war when cost increases went up ‘so rapidly’ that‘ the ‘ratios were 
changed, first-class mail revenue averaged about 140 ‘percent’ cover- 
age of its allocated cost. That indicates it was the consensus of the 
people's s representatives in Congress that first-class mail should not 
only pay its way but pay 40 _— above its way for the prefer- 
ential treatment it gets. 

Mr. Pittton. Off the record. 

(Discussion off the T eecat . “4 : 

Mr. Canrrevp. As T recall, somebody told us’ in“yésteryear that 
first-class mail was not paying ‘its way. 

Mr. Gitterre. That was entirely correct before the rate increase 
under Public Law 85-426, . First-class mail was showing a loss,of 
from $20 million to $30 million a year on a fully, allocated basis, 
First-class mail averaged 140 percent coverage of site allocated ‘cost 
from 1926 to 1941. During the war the costs went  up.so rapidly, and 
the first-class letter rate aad not been increased since 1932, with, the 
result that in recent years first-class mail was not paying its on ay. 
As a matter of fact, even with the 4-cent rate now in effect, based.on 
the 1957. eost ascertainment figures adjusted to include the affect of all 
authorized rate and cost increases, we Lortaate first-class mail’ revenue 
will average Jess than 120 percent coverage in. comparison to 140 
percent coverage of its allocated cost for so many years. 

Mr. PassMaNn. Did the gentleman state there was not an increase 
in first-class mail from 1932 to 1958 ? 

Mr. Giterre. That is correct, a total of 26 years. 

37175—59—_—_8 
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Mr. Passman. And was it not said last year that had the first- 
class postal rate followed our economy upward the rate would have 
been raised to 7 cents, instead of 4 cents ¢ 

Mr. Giterre. I believe that statement is substantially correct. 

Mr. Prut0n. Off the record. 

(Discussion off the record. ) 

Mr. Gitterre. Mr. Chairman, may I supplement my answer to Con- 
gressman Pillion by inviting his attention to paragraph 2 of section 
103(c) of Public Law 85-426, which reads as follows—and I think 
if I read this it will clarify our discussion on first-class mail: 

The acceptance, transportation, and delivery of first-class mail constitutes a 
preferred service of the Postal Establishment and therefore the postage ‘for 
first-class mail should be sufficient to cover (a) the entire amount of expenses 
allocated to first-class mail in accordance with this title; and (b) an additional 
amount representing the fair value of all extraordinary and preferential services, 
facilities, and factors relating thereto. 

I simply wanted to emphasize that this concept of first-class mail 
bringing substantially more than its allocated cost was recognized in 
this title of the act. 

Mr. Pitxt0on. May I say my reading of that language does not mean 
that you take in all the factors with relation to first-class mail. That 
does not mean you subsidize other areas with first-class mail. That 
same language could be applied to books and magazines and every- 
thing else. That is not language that permits the subsidization of 
other classes of mail by first-class mail. 

Mr. Gittetre. But if you have one class of mail paying more than 
its cost and your budget is evenly balanced as intended by the act 


would it not mean other classes would be paying less than their cost? 
Mr. Pitxi0Nn. I will not comment on that. 
Mr. Gary. Thank you, gentlemen. 
The committee will adjourn until 10 o’clock tomorrow morning. 


Turspay, Fesruary 17, 1959. 


Mr. Gary. The committee will come to order. 
I have a few general questions on Mr. Gillette’s statement of yester- 
day. 
ORIGINAL BUDGET FIGURES 


Mr. Gillette, what were the estimates of the Post Office Department 
as presented to the Budget Bureau ? 

Mr. Gitetre. Mr. Chairman, the amount we requested for total 
obligation was $3,959,830,000. 

Mr. Gary. They reduced you about $30 million ? 

Mr. Gitterre. They reduced us $40 million to the figure of $3,919,- 
830,000, which was shown in the President’s budget. 

Then, Mr. Chairman, we made a further reduction of $20,750,000 to 
reflect the reduction in our estimated volume for 1959 with its conse- 
quent reduction of $20 million in our estimated obligations for 1959. 
Since we reduced the 1959 base we carried this through into the 1960 
estimate, and we have shown that by ink corrections on the justifica- 
tion sheets we have submitted to the committee so that the committee 
can clearly see the changes that we made in the President’s budget. 
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The budget that we are now presenting to the committe differs only to 
the extent of the $20,750,000. 

(The reduction referred to contained subsequently in House Docu- 
ment. No. 81, is as follows :) 

EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., February 10, 1959. 

The PRESIDENT, 
The White House. 

Sm: I have the honor to submit herewith for your consideration an amend- 
ment to the budget for the fiscal year 1960 involving a reduction in the amount of 
$20,750,000 for the Post Office Department, as follows: 


POST OFFICE DEPARTMENT 





Budget | Heading Original Revised Decrease 
page | estimate estimate 





| OPERATIONS 
799-800 | Operations ‘ 750, $3, 010, 000, 000 $20, 750, 000 








This reduction in the proposed appropriation for postal operations is recom- 
mended primarily because current estimates of mail volume, which reflect the 
impact of increased postage rates, are lower than those in the 1960 budget. The 
revised volume estimates are below those in the budget by 426 million pieces in 
1959 and 444 million pieces in 1960. 

It is estimated that the lower mail volume will reduce expected postal revenues 
by an amount equal to the reduction in costs. Therefore, the net effect of Post 
Office operations, as shown in the budget, remains unchanged. 

I recommend that the foregoing proposed amendment to the budget for the 
fiscal year 1960 be transmitted to the Congress. 

Respectfully yours, 
MAURICE H. STANS, 
Director of the Bureau of the Budget. 

Mr. Pittion. What is the total requested now ? 

Mr. Giutuerte. The total requested now is $3,899,080,000. 

Mr. Gary. Where did the Budget Bureau make its cuts? 

Mr. Giuttette. Mr. Chairman, the Budget Bureau negotiated with 
us the application of the cuts which a felt. constrained to make in 
the interest of the overall President's budget, and as the result of those 
discussions with the Bureau of the Budget there was a reduction of 
$576,000 in our original request for administration, regional operation, 
and research ; a reduction of $35,778,000 in our original request for the 
operations appropriation; a reduction of $1,646,000 in our original 
request for the transportation appropriation; and a reduction of $2 
million in our original request for the facilities appropriation, making 
a total reduction by the Budget Bureau of $40 million in our request. 


OBLIGATIONS 


Mr. Gary. What are your actual obligations through the most recent 
available date by appropriation items? 

Mr. Guerre. Mr. Chairman, could we furnish that information for 
the record ? 

Mr. Gary. Yes, to the latest date. 
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muy Os" oth dt* oO 

. |, Obligations to date? July 1, 1958-January 9; 1959 | ' 
OCf aecoHl mr yilnsipecdie boninines of herintet colton howieeat year 
trot +, obligations 
‘through 
Appropriation: ‘| r% i roa oF Jan. 9, 1959 
Administration, regional operation, and research__ $34, 584 
Operations ios a3 StHE i 1, 574, 645 
Transportation___- 4s! ~ 288, 701 
Facilities rawodh)) 76, 605 
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1 Includes reimbursements. ber foomdisqoth wii Jeol ols rot ¢ 
APPORTIONMENT 





Mr. Gary. Please place in the record a tabulation of your appor- 
tionment actions Similar to that appearing on page 47 of the hearings 
last year. 

_ Mr, Gitterte, We will do that. 
(The information requested follows :) 





All appropriations and. reimtbursements+—atatement. of appontionments, 1959 
t toqhet J a “ m ane faces (Thousands of douars] *" 9 r veg inom i ’ 
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‘Adminis. | ; ‘Transpor-, m 
otal 
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. = =I: 
oe 





i i Si bind ERE ete L ) iii ius 
H tyy 


' $7,064, 699 
vy © 930, 798 
818, 084 
563, 061 
3, 376, 642 
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rt 


i '$21,'886 ‘|! $855,213 
2d quarter j » 760, 694 
3d quarter 657, 420 
NEE 418, 211 


+8 
z 
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2, 691, 538 
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Initial apportionment, June 30, 1958:, ,. ; jy iy. t 
1st quarter 5 855, 213 


57,420 |; 
dis eir | 
> Bo1, 538 


| eee 
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3, 376, 642 





Revision for fund transfer,and for unobli- 
‘ advance proeurement’ funds, Aug: 


855, 213 ‘oop f 1, 07, 096 
1760; O82 +} i 8,1 


656,829 
417,814 
2,689,938 |" "489, 000°)" "! 1" “3, 404, 305 


__ 819, 378 








Revision for railroad Tate increases, Aug. Me , 
I : i! t 5 ’ ity { ‘ 

Ca eee aes ¢ Seeemres Sm 1 » S55, 213 , - | 1,086,817 
-Soq quarter 077 TUT TTUTT NT nid dhs Si 5.960'! | 760, O82 ’ "946, 812 
3d quarter 5 656, 829 35, 146 827, 171 
4th quarter 417, 814 33, 502 543, 505 





2, 689, 938 161, 762 3, 404, 305 

Revision for fund trarsfers,! Not. 5) 1958: ido tay a Loin oe CHARS a 

Ist quarter v= ary | 7 1,086, 817 

2d quarter ; 4 Fs 9471) ra is . pat 946, 812 

3d quarter. ¢s.3.44--- bejot ddoebtey gid-fo ay DBRS); if 19, 76 7188, 146: $27, 171 

4th quarter 81, 833 33,502, §43, 505 
—_—_— Ve L 








EE AS oe eee = ry «{489,000_}.° ¢ 167,762 3, 404, 305 


Revision for reimbursements, Jan. 5 
ist quarter _- 
2d quarter. - 
3d quarter _ 
4th quarter _- 











855, 213 150, 721 58, 997 1, 086, 817 
754, 027 140, 153 40, 417 950. 693 
656, 698 120, 793 25, 446 828, 472 
10, 490 417, 694 82, 833 34, 882 545, 890 


64,007 | 2, 683, 632 494, 500 169, 742 3, 411, 881 


























1 Current apportionment as of Feb. 18, 1959; includes estimated reimbursements of $25,120,000. 
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UNOBLIGATED BALANCES OF APPORTIONMENTS 


Mr. Gary. What are the unobligated balances of apportionments as 
of the latest available date? 

Mr. Grtuette. Mr. Chairman, could we furnish that for the record ? 

Mr. Gary. Yes, 

(The information requested follows :) 


Unobligated balances of apportionments, 1959 * (as of Jan, 9,1959) 


- Unobligated 

zs balances 
Appropriation STs: (thousands) 
Administration, regional operation, and research , $29, 423 
Operations : . 1, 108, 987 
Transportation ie : : 210, 799 
Facilities oe 3 93, 137 














Total : eee 1, 442, 346 


1Including reimbursement apportionments. 





OBLIGATIONS SUMMARY 


Mr. Gary. Please place in the record an obligation summary with 
accompanying explanation of inereases similar to that appearing on 
page 50 of last year’s hearings. 

Mr. Gutetre. We will do that. 

(The information requested follows :) 
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EFFECTIVE DATES OF RATE INCREASES AND REVENUE ANTICIPATED 


Mr. Gary. Have all of the rate increases adopted by the Congress 
thus far become effective ? 

Mr. Gutetre. No, sir, they have not all become effective. There 
will be an additional rate increase in second-class mail to become effec- 
tive January 1, 1960; and an additional rate increase in third-class 
mail that will become effective July 1, 1960; and the last increase 
provided for second-class mail on January 1, 1961. That will con- 
clude the effectiveness of the rate increases under Public Law 85-426. 

Mr. Gary. Have those rate increases been taken into consideration ? 

Mr. Gittette. Those rate increases have been taken into considera- 
tion in our estimate of 1960 revenue. In fact, we estimate approxi- 
mately $550 million will be produced by the rate increases in 1960. 


SOURCES OF REVENUE 


Mr. Gary. What is the total annual revenue from the sale of 
stamps and other services from the public? I wonder if you could 
break that down and furnish it for the record ? 

Mr. Giuterre. Yes, sir. 

(The information requested follows :) 


Revenue by source, fiscal year 1958 


[Thousands of dollars] 
Source Amount 
Postage stamps and stamped paper $1, 016,930 
Postage paid under permit: 


Second-class postage and controlled circulation publications 

Collections from other Government agencies for mailings accepted 
without prepayment 

Box rents_- 

Money order fees and related revenues. 

Income from postal savings system 

Receipts from mail transit service 

Miscellaneous revenue, net of postage refunds 








Total revenue from mail and services 2, 564, 319 
Deduct expenditures not subject to appropriation —14, 086 


2, 550, 233 


Mr. Gary. What disposition is made of these collections from 
stamps and services ? 

Mr. Gitterre. I do not understand your question, Mr. Gary. 

Mr. Gary. What disposition is made of these revenues coming into 
the Post Office Department ? 

Mr. Gitterre. Mr. Gary, they are deposited in the postal fund of 
the Treasury Department and the Department is authorized to draw 
— that fund to the extent that the Congress gives it obligational 
authority. 

Mr. Gary. In other words, the funds go into the Treasury in a fund 
that is set apart as a postal fund, and you are permitted to draw on 
those funds up to the point of your appropriation authorized by the 
Congress ? 

Mr. Gittetre. That is correct. 
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Mr.:Gary. You cannot draw. beyond that. If the receipts were to 
exceed the appropriations authorized by Congress, you could not draw 
on that excess? qos tet StS I reli zx 

Mr. Gittettr. No, Mr. Chairman, we could not:do that." =. ° 

Mr. Gary. The fact is, however, that for many. yéars‘there has been 
a deficit:and consequently that deficit has to: be made up from:other 
funds in the Treasury ?: 

Mr: Gitzerts.' That is correct... : | *" 

‘Mr. Avexanper. ‘Will the chairman yield? Off the record. 

{Discussion off the record.) 


COST ACCOUNTING AND BASIC TARGET TECHNIQUES 


Mr. Gary..-What results have you.obtained during the past year in 
the use of your cost accounting and basic target fo tnt 

Mr. Gitetre. Mr. Gary, I believe we have come a long way this 
year in using the data that our regional controllers and our post of- 
fices have developed for operating management, especially eoncentrat- 
ing in the larger post offices, that is, those with annual revenues of $5 
million and above, which represent: about-50: percent of our total ex- 
cane of funds and comprise 60 offices. . In. these offices we have 

elped the chief accountants to develop. a- post office opérating re- 
port which is used as a basis for study by the postmaster, and by the 
regional controller and other members of the regional office staff, in- 
cluding the oe operations director. The latter at Mr. McKib- 
bin’s. request, has organized a regional committee to visit the post 
offices as soon after each accounting period as this. data becomes avail- 
able when conditions warrant, to point up and discuss with the post 
office management those areas which require remedial action. 

We feel that this emphasis on the early receipt of data on man-hours, 
on workload, and on expenditures has given us far better control than 
we ever had before and that we are making real progress in keeping 
the utilization of manpower in line with volume, not only inthe largest 
offices but, by their example, to other postmasters in smaller offices. 

Mr. Gary. Have you reached the point yet where you can compare 
one post. office with another and tell which offices are run economi- 
eally and which are not? 

Mr. Giuterre. Mr. Chairman, we like to compare each office with 
itself rather than with another office because the conditions are so 
different in each office that the most exact records do not afford a 
strict comparability. We have therefore emphasized the ratio of 
workload to man-hours in the individual office, and the trends that 
this data reveal, instead of trying to compare ratios developed in 
one office with those of another. 

I would like to have Mr. McKibbin, who uses this management 
data, comment, if he cares to, on your question. 

Mr. Gary. If you have any exam thes of how it has worked to the 
advantage of better service, we would be very glad to have you tell 
us about them. 

Mr. McKieern. We will cover that when we get to operations, sir. 

Mr. Gary. Very well. 
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‘BACKLOG: IN. AUDIT: OF -MONEY: ORDERS 


What is the,current, status.of the audit backlog in the money order 
center ? Ina ry) a¥ 
Mr. Giuuerte. I am happy to report that,as of the end of December 
this backlog was completely cleared up.. Asa result, we are redueing 
the staff at. the money order center and the budget for 1960 shows a 
reduction from 335 to 310 individuals at the money erder center, 


POSTAL SAVINGS SYSTEM 


Mr. Gary. How, much reduction could be made’ in the Post Office 
Department budget if the Postal Savings System was discontinued? 

Mr. Giuttetre. The Postal Savings System is currently affording a 
profit, and until the deposits decline considerably farther we will still 
recover a profit from the Postal Savings System. ‘However, the 
postal savings deposits are declining at the rate of about $15 million 
a month this year. In fiscal 1958 they declined at the rate of approxi- 
mately $20 million a month. We expect that they will continue to 
decline and that ultimately the System will not be on a profitable 
basis, but that will not occur for several years. However, we do ex- 
pect at the present rate that the deposits in the Postal Savings Sys- 
tem will drop below $1 billion in fiscal year 1960. 7 

Mr. Gary. The Treasury Department representatives appearing 
before this committee told us that they are now selling U.S. savings 
stamps and savings bonds in all the post offices in the country. Is that 
not a duplication? Are not the savings stamps program and_ the 
postal savings program practically the same? =~ 

Mr. Gitterte. Thev have different characteristics, Mr. Chairman, 
in that the Postal Savings System involves deposit certificates in 
denominations from $5 to $2,500 upon which a 2-percent interest rate 
is received even though the depositor leaves the funds in for a very 
brief period of time (91 days or more) ; whereas the U.S. savings bonds 
have a graduated interest return depending upon the length of time 
they are held, and savings stamps, which are bought for ultimate 
conversion into savings bonds,.carry no interest. 

The sale of savings stamps as a service for the Treasury, for which 
the Post. Office Department is reimbursed, is not in every post office 
in the country but it is in most of them, Mr. Chairman, and it is 
aw to reach the younger generation to encourage habits of 
thrift. : ; 

The Postal Savings System was.established at.the turn of the cen- 
tury when many aliens were seeking a:safe haven for their funds and 
were afraid of the banks, and it-grew to its highest point.in 1947.when 
there. were total. deposits. of $3,393 billion. Today, approximately 
9814 percent of deposits and 99 percent of depositors are in first- and 
second-class post offices. 

Mr. Gary. It. probably- came. about. largely through the fact. that 
there were no banks in many sections of the United States at that time 
and in those days transgportation.was-not as good as it is now so that 
if the bank was too far removed you could not get to it, whereas the post 
office was close at hand and practically every community had a post 
office. It was done for the convenience of the American people, but 
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now, with more banks and faster and better transportation, it really is 
not needed ; is it ? 

Mr. Sesstons. My I comment off the record on that, Mr. Chairman? 

Mr. Gary. Yes. 

(Discussion off the record. ) 

Mr. Gary. I have a 1958 Annual Report of the Postmaster General 
in which, under the title “Legislative Program,” he recommends the 
discontinuance of the Postal Savings System. 

Mr. Sessions. That is correct. 

Mr. Gary. If it is making a profit, why discontinue it ? 

Mr. Gitierre. Mr. Chairman, the Department testified before the 
Post. Office and Civil Service Committee in the 85th Congress, in regard 
H.R. 5883, that, among other reasons, it felt that the postal savings 
system had outgrown its usefulness because the conditions prevail- 
ing at the time of its formation were no longer present; that there 
were in most communities banking facilities and that these banks and 
savings and loan associations had their deposits insured up to $10,000 
each; that the confidence in the banking system was greater than 
it ever had been in the past for this reason; and that the Depart- 
ment felt that this type of service, which was not directly related to 
the postal service, should no longer be performed since it was not 
required as it was at its initiation. 

Mr. Gary. If postal savings pay only 2 percent interest and the 
banks are paying a higher interest rate today, it could hardly be 
claimed that postal savings are competing very substantially with 
the banks, could it ? 

Mr. Gitterrr. There probably is an element of competition as long 
as the postal savings system exists, Mr. Chairman. How strong it is, 
I do not know. Certainly under present conditions which you de- 
scribe the competition is less than it would be under the circum- 
stances which prevailed a few years ago when the bank interest rates 
on savings deposits were 114 percent or 1 percent and the postal sav- 
ings interest rate continued at 2 percent. 

Last year, Mr. Chairman, in fiscal year 1958, the gross profit of the 
postal savings system as shown in the annual report was $10,110,000. 
The allocated expenses of the Post Office Department were $4,876,- 
000, and the net profit was $5,234,000. 


OFFICAL ENTERTAINMENT FUNDS 


Mr. Gary. How much money is included in this budget estimate 
for official entertainment purposes ? 

Mr. Gitterre. $10,500, Mr. Chairman. 

The appropriation language permits an expenditure by the Post- 
master General for such activities as entertainment of visiting for- 
eign dignitaries up to $25,000, but we have limited the amount included 
in our request to $10,500. 

Mr. Gary. Under the language, however, you would have the au- 
thority to use up to $25,000? 

Mr. GiettTe. That is correct, Mr. Chairman. 
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EXHIBITS FOR INFORMATION AND GUIDANCE OF MAIL USERS 


Mr, Gary. How much money is included in this estimate for the 
construction and use of exhibits for the information and guidance 
of mail users? 

Mr. Gitterre. Could we supply that for the record ? 

Mr. Gary. Yes. 

(The information requested follows :) 


Estimated cost of exhibits for the information and guidance of mail users, fiscal 
, year 1960 

Headquarters exhibits $8, 000 

Field exhibits 18, 500 

Traveling exhibits 3, 000 














Total a 29, 500 
SAVINGS RESULTING FROM ORGANIZATIONAL CHANGES 


Mr. Gary. Could you identify your savings in this budget estimate 
resulting from changes in organizational structure? 

Mr. Gittette. We can identify the savings resulting from the re- 
duction in regional operations, for example, of personnel, from the be- 
ginning of 1958 through the 1960 budget. As Assistant Postmaster 
General McKibbin testified, it amounted to 479 people all together. 
This is the primary reorganization that we have had and I assume is 
the one to wiiiels you refer. 


Mr. Gary. How much would that amount to in dollars, do you 


know ¢ 

Mr. Guerre. Offhand I do not know exactly. It could be cal- 
culated. 

Mr. Gary. Could you supply an estimate for the record ? 

Mr, Gutetre. Certainly. 

(The estimate requested is $2,600,000 reduction for the 479 positions 
through June 30, 1960.) 


CIVIL DEFENSE ACTIVITIES 


Mr. Gary. What is the extent of participation in civil defense ac- 
tivities by the postal establishment ? 

Mr. Guerre. Mr. Stephens can answer that question, Mr. Chair- 
man, 

Mr. Stepuens. Mr. Chairman, the activity of the Department in a 
civil defense role is increasing and is considerable at this time. 

We have established relocation sites for each of the regional and in- 
spection service activities in the field. We are in the process of es- 
tablishing alternate sites from which the larger post offices con- 
ot to be in logical target areas might operate in the event of at- 
tack. 

We have established and maintained continuous liaison between 
postal field elements and OCDM regional offices, and the Department 
has established, as other agencies of government have, a relocation 
site from which, within the last several years, we have operated dur- 
ing exercises, and incident thereto have performed some of our normal 
activities. 
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All together the: combined: attention. to eivil: defense is substantial. 
Within the past year, very recently in fact, the Department was 
delevated responsibility for establishing a system for'tegistering'and 
locating personnel’ that might ‘be evacuated! from target: areas: In 
that connection a separate agreement also was entered into’ between 
the Department’ arid the American Red !Oross by which certam désig- 
nated duties are allocated to the respective agencies‘fér performence 
in the event of attack or the dislocation 6f any’ considerable number 
of neople, AR 

We are also in the process of training nersonnel in the larger centers 
in, radiological monitoring to detect fallout and determine areas, that 
might have to remain evacuated in the event. ofa nuclear attack. It is 
imdicated that this activity will be expanded under OCDM’s: general 
expansion in the field. 

T might add also we are in the process of establishing a library on 
operational, information, that, would be needed in the event of attack, 
and other information that would be of possible value to other agen- 
cies, of Government, like the Small Business, Administration) and so 
forth. This information is| being. systematically, assembled now and 
placed in. adamage assessment depository.., oo VE wavraaa 

Mr.:Gary. Can. you tell us. the approximate.cost of that?, 

Mr, Steruens.' I possibly can, supply a figure to you, Mr. Chairman, 
although IT. may say! to vou that. much of this we have attempted to 
absorb up to this time, although we point, out that the demands are in- 
creasing and are considerable. ler yoy 4 ots 

May I add that our civil. defense' program as,such is exercised 
frequently during the year in connection with natural disasters, . For 
instance, during the last. month we had! 35. inspectors: continuously 
engaged in flood areas throughout Pennsylvania and Ohio. Just: re- 
cently, over the last weekend, we hada Jarger number also engaged 
in flood and tornado areas assisting in efforts to: protect Government 
funds and property, relocating offices into temporary. .quarters, and 
in some instances establishing general deliveries or: loeator type facili- 
ties to establish communication between evacuated people. 

_ the cost we can give you some estimate, which we will be glad 
to do. 

(The information requested follows!) Bid 

The direct cost is approximately $15,000 annually. | is 


Mr. Gary. Thank you, sir. 

What. is, the situation .at. the. present, time, with reference to; the 
phi'atelie;stamp business? Tee eran lor vansteb 

Mr... Gaiterre., Mr. Chairman, Mr, Rohe, Walter, Special Assistant 
to, the Postmaster (eneral.should testify in.respect, to, that question, 
and if, vou would, like |to, hear, from, him, we can, have him, apnear. 
He ‘has, had. an. extnemely; successful. year.., [. know, the committee 
would be interested in having a statement at least inserted for. the 
record..as, to what, has, been accomplished, in. this; area ;sinee your last 
hearingse<( oi be No Isnoieer MAO | inortals bi 
.oMr..Gary. The committee would, be-very-¢lad-to hear 'from Mr. 
Walter. He has,appeared hefore oun committes before and is.ai very 
good witness. .. Moreover, his, field. is. an interesting one.and ‘we would 
be verv elad to hear from him briefly as to what his division: is:doing. 

Mr. Griterre. Very good; we shall arrange to have him appear. 
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REDUCTIONS MADE BY | THE ‘BURBAU! OF OTHE! ee nea Te 
! 1O 914 § UNITE TUOUIIW VARY NOLWIBSTRNORO TWO DAG 

Mr. Canrietp, Mr. Gillette, it;has been dest loped here this morning 
that the Bureau of: the, Budget;has cut your-4960.request by. $40,million. 
Historically, I: believe that is.one,of the largest Bureay of the Budget 
cuts recorded. | | 1s a cut,of that kind going to. prejudice.or injurejthe 
Post: Office Department iniany, of its substantial, programs? oi). 

Mr. Gutterre. We hope not, Mr. Canfield. \ We; felt, that. it, was, a 
drastic cut. and, for that, reason we feel: that, the hudget, finally, pre- 
sented by the President and now before this committee 4s,an extremely 
conservative budget at. just About rock bottom levels. We had pro- 
longed discussions with the Bureau of the Budget officials on the sub- 
ject and we.feel, that we|may have some, difficulty in 1960 im livmg 
with the budget that was, finally arrived, at.assumimg, mail, volume 
reaches estimated levels, but,.we ofcourse will, bend every effort to 
accomplish, this. | .., art! a. iy witige 

Mr. CanrieLp. There: is a,$35, million, cut. in. operations; by the Bu- 
reau of the Budget. Would that indicate a disagreement with; the 
Department,as to. projected volume of mail in 19602 .,;;, bod] 

Mr. Giutetre. No, Mr.Canfield.. There was no disagreement with 
the Bureau of the Budget on the mail volume estimate for 1960, 
They felt that our estimate was extremely conservative in the, light of 
the history of recovery from previous recession periods, and-as, por- 
related to the burgeoning economy which, is expected ‘by most, if not 
all, economists to reach new high levels even. before the end, of. fiscal 
year 1959. yey tyeed 4 

Mr. Canritp., Does this $40 million cut by the Bureau. of the, Budget 
affect: materially your modernization and research programs concern- 
ing which this, committee has, expressed a very deep interest? . 

Mr. Susstons. No, Mr,, Canfield, it. did not ;aflect these programs, 
Substantially, the modernization and research program; remains. the 
same as when it, was presented |to,the Bureau of the Budget, iy 


_ ACQUISITION OF LAND 


Mr. Canrrewb. Mr. Gillette, you tell us that, the, $6, million, trans- 
fer to facilities made,in fiscal year 1959 was to accelerate the tempo- 
rary acquisition of land under the commercial leasing program, which 
is basic to the postal facilities modernization, 4 

That was to step up your building of postal facilities under the lease 
arrangement? ecoptrage's rane 

Mr. Gitretre. In general, yes, that.is correct, Mr. Canfield... It;was 
to increase our preparations for moving into a larger modernization 
program by taking advantage of opportunities to put, pieces of land 
together, and acquire, them, so that at the, time bids were asked and 
finally received these sites could be transferred to the successful bidder 
and we could be reimbursed, It is, purely a revolving, fund operation 
as far as lanc pp Rarer me Qa mel 4 Sf ig PO teeny 8 

Mr. Barnard, Acting Assistant Postmaster General, will be ayail- 
able to testify at greater length on the details of these transactions 
when he appears before this committee... . _ 

Mr. Sessions. May I add a word to that, Congressman Canfield ? 

Mr. CaNnrienp, ; Yes. I ' i) aM saaaians i/ 


) ‘ 
/ Pi eee 
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Mr. Srsstons. Basically, we are unable to do our building planning 
and our machanization planning without having a site on which to 
plan the building, so the first step, Congressman, is to acquire the sites. 
The Congress has suggested that we move forward with our engi- 
neering planning, and we have to acquire the sites in order to do this. 

Mr. CanFietp. Generally in connection with your building and leas- 
ing program are you providing in your 1960 bill funds sufficient. for 
equipping those offices? 

Mr. Sesstons. Yes: we believe we have ample funds for that pur- 
pose, Mr. Canfield. 


CIVIL DEFENSE ACTIVITIES 


Mr. CanFrevp. Mr. Chairman, I was glad this morning to hear the 
statement made by Chief Inspector Stephens concerning the efforts of 
the Post Office Department to keep abreast of the challenges of this 
day respecting civil defense. He has already testified as to the reloca- 
tion site. That is for central departmental activities ? 

Mr. SrePHENs. Yes, sir. 

Mr. Canrietp. And the necessities thereof, and he spoke this morn- 
ing about radiological monitoring. Does that mean that the Post 
Office Department itself has some of these devices that are being 
farmed out to localities by civilian defense / 

Mr. SreruHens. Yes, sir. 

We are acquiring some equipment to be used in radiological moni- 
toring and are in the process now of training some of the local people 
in the use of that equipment. 

Mr. Canrretp. You spoke of the difficulties the Department en- 
counters when an area is visited by flood or other disaster. Take for 
instance the floods that just occurred in the middlewestern part of our 
country. What does that mean in reference to postal facilities and 
disturbance thereof ? 

Mr. SrepHens. Frequently, the facilities provided for post offices 
have to be evacuated. It is necessary to obtain all of the information 
that may be available as to possible flood crests, how it may affect the 
post office quarters, and then to plan sufficiently in advance so that 
property, mail, and funds may be transferred to locations of some 
safety and thereafter be placed under guard. Following the disrup- 
tion of service, relatives and friends of dislocated people are anxious 
to obtain information about them and immediate arrangements have 
to be made to deliver mail at their relocated sites. We generally find 
that this is possible only through some system of registering and al- 
phabetically filing the names of people who have been relocated and 
then distribute mail from those lists. 

During the tornado in St. Louis last week a large number of peo- 
ple were left homeless and were relocated in the homes of friends 
and in temporary quarters such as schools and churches. With the 
American Red Cross we exercised the plan that I spoke of earlier for 
assembling mail and communications, telegrams, and delivering them 
to those people. 


OPERATIONS UNDER ANTIDEFICIENCY LAW 


Mr. Canrietp. Mr. Gillette, you have discussed your problems in 
estimating volume and the necessity under existing laws to curtail 
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service in the event of some unforeseen increases in volume unless you 
et some relief under the statutes. 1 have in mind of course the so- 
called Antideficiency Act. 

You tell us that. you have just received a clarifying decision which 
you requested from the Comptroller General in which he has made 
it completely clear that without the sort of language you now pro- 
pose you would have to curtail service— 
the moment it appeared that because of increased volume your operating funds 
would not be sufficient to carry you through the year. 

Does the Comptroller General in his clarifying decision specify or 
refer directly to the sort of language you now propose ¢ 

Mr. Gitterre. No, Mr. Canfield. The Comptroller General an- 
swered our questions addressed to him by letter of December 31, 1958. 
The questions were primarily whether or not we would have to cur- 
tail postal service prior to bringing to the consideration of the Con- 
gress a supplemental appropriation, when we found that underesti- 
mates of volume were causing our funds to run out. 

We did not ask him to comment on our proposed solution to the 
problem. The solution of the Postmaster General, mentioned in his 
statement commented upon in my statement, recognized the basic 
desirability of maintaining section 3679, the so-called Antideficiency 
Act, intact as a bulwark against spending, because the Postmaster 
General and all.of us recognize the necessity for something of this 
sort. 

Our proposal is that we simply be allowed by the Congress to 
utilize funds in other appropriations to a greater extent than we can 
now with the 5-percent transfer authority, if under these specific 
circumstances the Postmaster General certified and the Bureau of 
the Budget approved a transfer from other appropriations to the 
“Operations” appropriation, specifically because of a mail volume in 
excess of that which was estimated at the time of our request to the 
Congress and on which the Congress based its appropriation. 

Our desire is simply to protect the postal service of the Nation 
against. possible interruption as the result of inadequate forecasts of 
mail volume or as a result of forecasts that are simply outrun by un- 
expected upswings, completely unexpected upswings, in general busi- 
ness that causes a mail volume that was not predicted. 

Mr. Canrietp. Flexibility within the appropriations you seek ? 

Mr. Gittetre. It is simply a request, that. we be permitted to use 
funds transferred from any other appropriation under the particular 
circumstances in an amount greater than the 5-percent transfer au- 
thority that we have. We do not request, and we are not suggesting, 
that an increase be given us in the 5-percent limitation on the transfer 
of funds from one appropriation to another, except under these spe- 
cific cireumstances, and for this specific purpose, namely, to avoid 
disruption of the mail service, which we believe was not intended or 
foreseen by the Congress when the Antideficiency Act was passed. 


APPORTIONMENT OF FUNDS 


Mr. Gary. How do you apportion your funds now on a quarterly 
basis so as to avoid deficiencies? 

Mr. Giuttette. May I have our Controller comment upon that ? 

Mr. Gary. Yes, sir. 
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‘Mr.“Nosre: Mr. Chairman, we-prepare estimates at the beginning 
of the year after the amount:-of the appropriation is kniown, estimates 
of our requirements by accounting periods’ throughout the coming 
fisei}’year and on the‘basis of those estimates we request the Bureau 
of the- Budget to apportion the funds for the year so that-they will 
carry us a year. ; 

Mr. Gary. How do you distribute the funds, or apportion the 
funds, down the line? 

Mr. Noste. After the—— 2 

Mr. Gary. This is the information I want: Do you control the 
money all the way to the individual post offices, or do you apportion 
the funds to the regions and let the regional director apportion them 
to the installations within his region? . 

Mr. Noste. It is the latter case, Mr, Chairman. We allot the funds 
to the regions in. quarterly amounts, conforming with the overall 
apportionment by quarters, so that each regional operations director 
knows how much funds he has for each quarter under each appro- 
priation, It is then oP. to him to authorize the postmasters as to how 
much they may spend by quarters of the funds made available to him, 
so that he will live within the allotted funds that have been given to 
him, , 

Mr. Gary. He in effect makes the allotment to each individual post 
office.within his.district ? sn 

Mr. Nostz. That is correct. He does it in terms of man-hours. At 
that level we get away from the monetary amount. He breaks the 
dollar amount that we give him down into man-hours and a post- 
master is given an allowance in man-hours for a quarter and must 
live within that allowance during the quarter. If he finds it is inade- 
quate, he must come back to the Regional Director and if the latter 
has sufficient funds to cover the request, he may grant that amount. 
If the Director does not, he may come back to headquarters:to see if 
we can provide him with additional funds to keep the mail moving. 
That is our signal that we might be running into trouble, if the 
volume of mail is exceeding our estimates, coming back up the line 
in advance of the fact. ‘We are put on -notice that we might be 
running short of funds, 


AUTHORITY TO TRANSFER FUNDS 


Mr. Gary. Under this proposed language giving the Postmaster 
General authority to transfer funds, what would be the relationship 
between mail volume and the sums of money transferred ? 

Mr. Nosiz. We would transfer sufficient funds temporarily to meet 
the needs of the postmasters for clerks, and any other account that 
may be affected by mail volume. We would expect then to replace 
those funds out of a supplemental appropriation which would be sub- 
mitted to this committee in the regular course. 

Mr. Gary. At what intervals would the proposed determination 
and transfers be made? 

Mr. Noste. We are constantly watching the status of our funds, 
and every accounting period in the headquarters office we review the 
figures that have come in from the regions, revise our projections for 
the rest of the year to the extent necessary to see how we are doing. 
Therefore, just as soon as there was an indication that the funds were 
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not going to be adequate, that volume was exceeding the estimates, 
we would immediately take steps to provide the necessary financing 
at that level of workload. 

Mr. Gary. Under what circumstances might transfers be made and 
subsequently reversed in whole or in part? 

Mr. Noster. We would make these transfers in order to prevent a 
curtailment of mail service. The transfers primarily would come out 
of capital money, as that is the only place where we have any flexi- 
bility as to timing of obligations. 

We would then seek through the Bureau of the Budget a supple- 
mental appropriation in order to replace those funds so that the 
capital program could go forward. If that appropriation were 
granted, then the funds would be paid back into the capital appro- 
priation from which it was temporarily transferred. 

Mr. Gary. How would this proposed stewardship by the Post- 
master General be reported to the Congress ? 

Mr. Nosiz. The Congress gets regular quarterly reports on the 
status of appropriations. At the time that we came in for a supple- 
mental appropriation, we would expect to justify fully the circum- 
stances under which the additional funds were required and in the 
subsequent year you would see the report of the actual figures as 
they finally came out for that year. 

Mr. Gary. IHlow would transfers thus accomplished affect the devel- 
opment of the next annual budget? 

Mr. Nose. It would depend somewhat on the timing, Mr. Chair- 
man; if the budget for the coming year had already been submitted, 
in other words, if the need came late in one fiscal year, for instance, in 
February or March, after we have had our budget hearings for that 
year, we might have to request a supplemental appropriation for 
the coming year. If we knew it early in the fiscal year, say in Novem- 
ber or December, before the coming year’s budget has been submitted, 
that fact would be taken into account in the preparation of the esti- 
mates for the new fiscal year. 

Mr. Gary. Thank you, Mr. Canfield. 

Mr. Canrievp. Mr. Chairman, I am glad you asked those questions 
and got the answers from Mr. Noble. In a sense I think the Post 
Office Department is in a very unique position, in a very unfortunate 
position, where it has to project these estimates on mail volume 
many months ahead, and has to proceed on what you might call a 
guess-and-gamble basis. 

However, I think that reports to Congress concerning these trans- 
fers should be made at least at the time the transfers are made. 

Mr. Guerre, Mr. Gary, in further comment on the questions just 
raised by Mr. Canfield in regard to this request for somewhat ex- 
panded transfer authority anter certain limited conditions, I think 
that we must recognize that although we can make every effort to 
improve efficiency of operations over longer periods of time and can 
get some significant results over longer periods of time by so doing, 
basically our expenditures must fluctuate with the volume of mail; 
that by cutting off funds to a postmaster, we simply are telling him 
that he shall not move certain mail. The relationship between the 
volume of mail and the man-hours to move it is a very direct one, 
and our plea is simply that this be recognized by the committee so 
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that we won’t, because of the Anti-Deficiency Act and the interpreta- 

tions of the Comptroller General, be faced with interruptions in the 
ostal system which I am sure were not desired or intended by the 

Genevan, and would certainly not be well received by the public. 

Mr. ALexanper. Mr. Gillette, as I understand it there has not been 
any direct appropriation for new post office buildings since 1938. I 
also understand that the Postmaster General and the Post Office De- 
partment is very much interested in postal modernization. 

Would you go into some detail as to how that is programed and 
financed ? 

Mr. Gitterre. Mr. Alexander, I would be more than happy to do 
that, but you will have appearing before this committee the Acting 
Assistant Postmaster General for Facilities, Mr. Rollin Barnard, 
who intends to lay the entire program before the committee and an- 
swer all questions in respect to it. I think you would get a better 
answer to your question if it could be postponed until he appears. 

Mr. Atexanper. That would be fine. I think the committee, Mem- 
bers of Congress, and the public generally are not well versed on just 
how it is handled and how it is managed. I will wait, then, and ask 
that question when he appears before the committee. 


AMOUNT OF FUNDS AUTHORIZED TO BE TRANSFERRED 


How much money in this appropriation can be switched legally from 
one specific operation or request to that of another, so long as you stay 
within the overall maximum amount given by this committee ? 

Mr. Gitterre. Under the present provisions of the Appropriation 
Act, Mr. Alexander, 5 percent of any one appropriation, a not more 
than $2 million into the appropriation for “Administration, regional 
operation and research.” 

Mr. Avexanper. If this committee granted, and if the Congress 
passed the requested amendments to the bill, how much money then 
could be switched ? 

Mr. Gary. Will the gentleman yield? 

Mr. ALexanper. Yes. 

Mr. Gary. You mean in language changes? 

Mr. Avexanper. That is right. 

Mr. Gary. If the Congress grants the language changes requested ? 

Mr. Atexanper. That is correct. You have gone into some ex- 
planation of the language changes requested—now how much money 
would you be able to switch from one department of operation to that 
of another under this request ? 

Mr. Gittetre. Mr. Alexander, the proposed language changes apply 


only to transferring funds to the operations seorprsatien, of course, 
7 


so there is that limitation; and it would still be only 5 percent to the 


other appropriations, which figures I can calculate and supply for the 
record if you will permit. 

Mr. Arexanper. It is limited to 5 percent in each of the other 
operations? 

Mr. Guerre. At the present time it is limited, but under the lan- 
guage change it would be unlimited for Operations, in the discretion 
of the Postmaster General and the Bureau of the Budget. 
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Mr. Atexanper. And the Postmaster General could, if necessary, 
under the proposed changes, transfer all of the money of modernization 
or other features to operations ? 

Mr. Gitterre. It would be practically impossible to transfer any 
but those amounts that are available at the time, and it would not be 
expected that he would make any transfers early in the year before 
volume levels were known with some assurance. However, you are 
correct that the language calls for no limitation of the amount to be 
transferred because it is based upon the requirements of the mail vol- 
ume overrun of the estimates. Of course, the transfer is only to the 
Operations appropriation. 

Mr. Atexanper. How much money is there in this bill for public 
relations ¢ 

Mr. Gutette. Mr. Alexander, we will be glad to supply that figure 
for the record. It is not separated out as such in the appropriation 
and I will be happy to get it. 

(The following information was supplied subsequently :) 

The actual amount was approximately $186,000 in fiscal 1958 for publicity 
directed toward specific classes of mailers and the public at large, including the 
subscription to a large number of publications to maintain contact with press 
comment on postal services. For fiscal 1960 it is approximately $201,000. This 
is exclusive of approximately $75,000 for posters for trucks, buses, and street- 


cars carrying special instructions to patrons in 1958, and estimated at same rate 
for 1960. 


CIVIL DEFENSE ACTIVITIES 


Mr. ALExANnvER. Do you receive from Civil Defense any funds for 
services which the Post Office Department has rendered in that field 
of operation ? 

Mr. StrePHeEns. No, sir. 

Mr. Atexanper. Why is it necessary for the Post Office Depart- 
ment to get into this wholly extraneous field of civil defense? 

Mr. Sreruens. I did not hear the question. I am sorry. 

Mr. ALeExAnper. Why is it advantageous or necessary for the Post 
Office Department to get into this wholly extraneous field of civil 
defense ? 

Mr. SterHens. We think our operation is very closely related to 
civil defense, Mr. Congressman, in that it would be, perhaps, in the 
event of an attack, the remaining communications system available to 
the public, to the Government, to some extent, and to business. The 
Post Office Department, as you know, is far flung. It is in every 
community in the country. It is called upon for many services in 
peacetime. It would certainly be required to supply all available 
services in time of attack. 

The plan for the registration of evacuated personnel and for the 
delivery of safety notification cards to the families of such people is 
regarded, and has been regarded throughout the civil defense plan- 
ning, throughout the program, as perhaps one of the greatest factors 
contributing to morale of a country under attack. I think the same 
value in communications and mail service has been recognized in war 
zones in the past by military commanders, without exception, so far 
as I know, so we believe the postal service would be called upon, and 
I believe I can say it is the consensus of opinion among officials of 
OCDM that the post office would play a very major role in any case 
of attack on this country. 
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We have a standing arrangement, as you may know, between the 
Post Office Department and the Department of Defense for the han- 
dling of mails to and from the military forces during peacetime as 
well as standby plans for use in the event of war. It is quite a com- 
prehensive plan and was used very extensively during the last war. 
We think the Department has a very major role in civil defense. 

Mr. Avexanper. In the major foreign countries, such as Great 
Britain, France, Germany, is civil defense tied in with the Post Office 
Department ? 

Mr. SrerHens. Yes, it is. Generally, along the lines of our plan- 
ning; that is, with particular respect to the relocation of post offices 
serving target cities and plans for serving the people who would be 
evacuated from those points, exchanging mail to and from the mili- 
tary forces, and using postal facilities in emergency to the extent that 
they can be. 

We have as one of our standing plans in the event of attack an ar- 
rangement for the emergency use of post office vehicles in evacuating 
personnel, and then for the return of those vehicles as soon as possible 
under a priority arrangement for the accomplishment of our wartime 
duties. Some of those are equipped with medical supplies. We are 
now in the process of providing some first aid equipment, stretchers, 
et cetera, in a percentage of trucks. We have been requested for a 
report on that possible »rrangement from a couple of committees of 
Congress who have advecated that we should extend further in plan- 
ning along that line. 

Mr. Avexanper. Is this quite an expensive operation now, in peace- 
time, under the present setup ? 

Mr. Srernens. I would say that it is not expensive. I feel that 
it is becoming somewhat of a burden, but it is one that we have 
attempted to absorb up to this time. It certainly, in my opinion, 
is becoming a very reat budget item for the future, but I would say 
that it is an economical program and it is being done by contribution 
of time and effort on the part of quite a few postal people throughout 
the country. 

PAYMENT FOR PUBLIC SERVICES 


Mr. Avexanper. Mr. Gillette, payment for public service is listed in 
the justification for 1958 as $170 million. Estimated in 1959 at $171 
million, and estimated in 1960 at $172 million. 

As I understand it, the Post Office Department says that they can- 
not figure the amount of public service under star routes and third and 
fourth class post offices. How do you arrive at the figures that you 
have without using any estimate on this as a public service ? 

Mr. Gitietre. Mr. Alexander, we simply pointed out in our justi- 
fication and in our statements on that item, which was paragraph (2) 
of section 104(a) of Public Law 85-426, we were unable to give an 
estimate, and therefore we left it blank. 

Mr. ALexanper. I understand your difficulty in figuring the public 
service in those fields, but the question I want to get at is how did 
you arrive at your $172 million. 

Mr. Gitettr. The $172 million was arrived at by making estimates 
based upon cost-ascertainment data of the volume of mail and other 
factors in the other specific categories. For paragraph (1) we esti- 
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mated the revenue, based upon the known rate concessions from the 
regular rates for that type of mail. Closing cost-ascertainment data 
allocating expenditures for manpower and facilities, again based upon 
volume for these subclasses of mail, we are able to indicate the amount 
of the loss for each subclass of preferred rate mail listed. This is an 
entirely different concept and procedure from attempting to calculate, 
or even conceive of a “loss” on an integral part of the postal distribu- 
tion system, like star routes and third- and fourth-class post offices 
called for by paragraph (2). 

I might point out that in 1958 the figure you referred to of $170 
million was simply put in there to make comparable the comparison 
of deficits in the 3 years. The law did not require us to make any 
estimate until fiscal year 1959 and the 1958 figure, as I believe the note 
on our table shows, was simply put in for comparability. To answer 
your basic question in summary, the estimates are based upon cost- 
ascertainment data available for each of these subclasses of mail. 


SALE OF SAVINGS STAMPS AND CERTIFICATES 


Mr. Pinion. With regard to sale by the post offices of U.S. savings 
stamps and bonds, what denominations are these stamps 4 

Mr. Gitterre. The savings stamps run as small as 10 and 25 cents, 
primarily for schoolchildren. I am not informed of the other denomi- 
nations. 

Mr. Pint10n. You are reimbursed by the Treasury Department for 
the cost of those? 

Mr. Guerre. We are reimbursed for the service we perform in 
handling the savings stamps. 

Mr. Prtuton. I am wondering how a 10-cent stamp can really be 
sold and serviced and any profit made on it. 

Mr. Gitterre. I understand the Treasury is aware of the cost in 
relation to face value of the smaller stamp and has already planned 
to emphasize the 25-cent stamp rather than the 10-cent stamp. This is 
primarily sold to school children and post offices are the available 
source in almost every community. 

Mr. Pruii0on. I think with the present inflation selling stamps to 
children is not a public service to the children. If inflation keeps go- 
ing and they suffer the same loss in their poor savings that the grown- 
ups have suffered in the past, I am just wondering whether it is a good 
program from that point of view, 

Are there also postal stamps sold in the same way as the savings 
stamps? 

Mr. Guerre. Postal savings certificates are sold. 

Mr. Pitx10n. In what denominations? 

Mr. Gitterre. The lowest is $5, the highest, $2,500. 

Mr. Putrron. Then you are actually competing with each other in 
the sale of stamps, competing with the sale of postal certificates for $5 
as against a 25-cent and 10-cent stamp that we take from the children, 
Is that not sort of a competitive situation? 

Mr. Giiterre. To the extent that it is involved in stimulating sav- 
ings, it might be considered competitive, but as I explained earlier, the 
end result is different in that you get a certificate of deposit in one case 
with 2 percent interest starting immediately, whereas, in the case of 
savings stamps, which the buyers ma e to buy U.S. savings 
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bonds, you get a graduated interest based upon the length of time 
held. 

Mr. Gary. Will the gentleman yield? 

Mr. Piuuton. Yes. ; 

Mr. Gary. I understand you cannot deposit less than $5 in the 
Postal Savings System. 

Mr. Gitertre. The lowest certificate of deposit you can purchase, is 
$5. It is possible for a purchaser of U.S. savings stamps to convert 
those stamps into a certificate of deposit in the Postal Savings System, 
when he has acquired the requisite face value. 

Mr. Sessions. For your information, Mr. Chairman, I believe the 
Post Office Department used to sell $1 postal savings certificates, and 
10-cent stamps a good many years ago, It has been discontinued for 
some years. 

Mr. Giuerre. Actually that discontinuance of postal savings 
stamps occurred in 1943 when the Treasury took over the liabilities for 
selling stamps, and for the outstanding book value of the stamps at 
that time. 

Mr. Pittion. Would the Department be averse to cutting out the 
sale of these 10-cent and 25-cent U.S. stamps as a matter of policy? 

Mr. Guerre. This is a Treasury program, sir. 

Mr. Pit110N. We understand that. 

Mr. Gitterre. The Department is perfectly willing to continue to 
act at the Treasury’s request in this activity. If I may express a per- 
sonal view, I think we are thus participating in helping to develop 
savings habits among our young people in this country. The volume 


forecast of savings stamps sales for 1960 is 130 million stamps. AsI 
say, the Post Office Department receives reimbursement for perform- 
ing this service for the Treasury Department. 
{r. Pitx10on. 130 million stamps or $130 million worth of stamps? 
Mr. Gitiette. 130 million stamps. 
Mr. Pruion. That could run $18 million if they were 10-cent stamps, 
which is somewhat misleading language, I think. 


CIVIL DEFENSE ACTIVITIES 
RADIOLOGICAL CENTERS 


Mr. Stephens, with relation to the questions raised by the gentle- 
man from North Carolina, the radiological tests, do you not find your- 
self in competition with the Health Departments, Army, Navy, Air 
Force, and with any number of other departments in attempting to es- 
tablish radiological test centers throughout the country ? 

Mr. Sreruens. I think without some explanation it might appear 
so. Actually our program is to supplement the programs of the 
Health, Education, ar Welfare, the Hapastenett of Defense, and the 
larger civil defense organizations. 

ur objective is to have a minimum amount of equipment and a few 
trained personnel who could aid in detecting a fallout dosage that 
would be fatal, perhaps, to our own personnel. 

In other words, a post office or an installation would be able to de- 
termine quickly whether its operation could continue or whether the 
personnel should be evacuated or other precautions taken. ; 

It is relatively small compared to the activities of the larger units 
and is merely to aid each agency. 
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Mr. Prtuto0n. I do not like this diffusion and duplication evident] 
of the problem. Suppose every agency decided it too would pon 
radiologists in every center throughout the world or throughout the 
country. It would seem to me to be the primary responsibility of 
either Defense or Health, Education, and Welfare and not that of the 
Post Office. 

Mr. SterHens. I think you are absolutely correct. 

Mr. Prtut0n. I could see where a person might get a little hysterical 
and want to have a center in every post office in the country. Who 
limits the amount of money that is going to be spent by your Depart- 
ment in a phase that is relatively unknown so far as the consequences 
are concerned? Who is going to determine as to how many of these 
radiological centers you will establish ? 

Mr. Sternens. Actually, we are not establishing any centers other 
than to have, say, in the post office at Philadelphia and at New York 
a few persons with a small amount of equipment such as I believe is 
advocated at large industrial plants. 

Mr. Pittron. Will there not be a dozen other people in that area 
who have the responsibility for that other than the post office? Are 
there not other agencies that now have the direct responsibility? De- 
fense has the primary responsibility for establishing in Philadelphia 
whether the fallout is of a certain grade or amount. 

Mr. Stepuens. Yes, sir. We conceive that OCDM does have the 
primary responsibility for that determination, but we do believe— 
and I think studies so indicate—that the immediate determination, 
locally, of possible fatal dosage from fallout may be such that we 
could not wait for an overall determination by an agency as to whether 
personnel could or should be evacuated from a building or should 
remain under cover. It is designed for each organization to help in 
saving lives. 

Mr. Prtii0Nn. I have a tremendously high regard for the Post Office 
Department and concede that they are a department that is perform- 
ing a tremendously valuable service. The point I was trying to make 
in my discussion with Mr. Stephens was that if we have a duplication 
of all these defense efforts it becomes a wastage, and I would rather 
see a million or two million dollars being spent for a wasteful and 
unknown defense measure—unknown so far as its efficiency is con- 
cerned—I would much rather see that placed into an offensive situa- 
tion where we have the Minutemen and bombs and missiles we need 
now rather than waste it on an inefficient or unusable defense effort. 

Mr. Gary. The best defense is a good offense in any sport and in 
almost every other contest in life. 

Mr. Piiuton- I just do not like to see us build up a useless duplicat- 
ing situation. I think that is what Mr. Alexander was driving at. 

Mr. Atexanper. That is exactly right. 

Mr. Gary. You are right. 

Mr. Steruens. Your point is well taken. 


REPORT OF STATUS OF APPROPRIATIONS 


Mr. Pri1z10n. With regard to the “Report of the Status of Appro- 
priations,” Mr. Noble, is that available for the second quarter and do 
they come out in quarters or monthly reports of the status of the 
appropriations? 
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Mr. Nosix. They come out quarterly, and the second quarter was 
submitted about 10 days ago, I believe, to the Appropriations Com- 
mittee. 

Mr. Pixx10Nn. I do not recall seeing it. That is all; thank you. 

Mr. Conte. Mr. Gillette, at the outset I want to ene. gery xs you on 
the way you have handled these questions the last couple of days. 


INCREASE IN NUMBER OF POSITIONS 


How many new positions are involved in this Post Office budget? 

Mr. Giuterre. There are no net new positions in the headquarters 
and the regional operations. In fact, there is a net reduction of 24 in 
the number of positions in regional operations and in headquarters. 

However, there is an increase in positions in the postal service to 
take care of the increased volume of mail, which totals 14,730 in fiscal 
year 1960. 


ABSORPTION OF INCREASE IN MAIL VOLUME THROUGH AUTOMATION AND 
MAN-HOURS 


Mr. Conte. Mr. Gillette, why cannot a great deal of this increase 
in volume of mail be absorbed in man-hours? 

Mr. Gitterre. Mr. McKibbin, would you like to answer that 
question ? 

Mr. McKissrn. We are absorbing 1 percent in the projection of 
man-hours. We are saying 4.3 increase in volume and 8.3 increase in 
man-hours. 

Mr. Contr. Then why cannot a great deal of this volume of mail be 
absorbed in automation, which you speak of, and which you claim 
the Department has gone into? 

Mr. Sxsstons. The reason for that, Congressman, is the fact that 
automation has not been installed in enough post offices as yet to have 
any material effect on these figures. 

Mr. Conte. How much did you spend last year in automation ? 

Mr. Sesstons. I do not know that I can give that exactly at this 
moment. You are referring, I take it, to automation and not to 
modernizing buildings. 

Mr. Conte. If modernizing buildings helps absorb some of the 
increased volume of mail, I certainly would be interested in that. 
What I am driving at is that you come in here year after year and 
ask for appropriations for modernization and automation, which is 
supposed to absorb some of the increased volume in mail. At the 
same time you come in here for an increase of personnel of 14,730 
men, which logically I just cannot rationalize. 

Mr. Sessions. The amount of funds that have been made available 
to the Department so far for automation are minuscule in view of the 
size of the plant. I have no idea and hesitate to even make a guess 
as to the total value of the postal plant and equipment, but just for 
purposes of having something to talk about, assuming it were $3 bil- 
lion, the total amount of funds made available to date for automation 
are such a small fraction of this sum that it would have no appre- 
ciable effect. 

Furthermore, we have the problem that most of these research 
programs, take up to 5 years to produce results. In view of that, 
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and what. we have had to spend to date, we just cannot expect very 
great results at this stage in the program. ; 

Mr. Guerre. May I add, Mr. Conte, that the average pieces of 
mail handled per man-year based on the 1960 budget is estimated at 
241,516 compared with the estimate for 1959 of 239,206 and the actual 
for 1958 of 238,335. mi 

So that we are making progress each year in improving our utiliza- 
tion of man-years. But,.as Mr. Sessions says, the amount of mecha- 
nization in the system is still so small that those effects are hardly dis- 
cernible and, as Mr, McKibbin says, we project saving approxi- 
mately 1 percent of the mail volume increase in our manpower esti- 
mate for 1960. 

Mr. Contr. Mr. Gillette, in 1959 your justifications showed an 
estimated increase in volume of mail of 3.4 percent. You have re- 
vised that yesterday and you estimate it at 2.7 percent. 

In your justifications in 1959 you estimated your clerk-hours at 
2.4 percent increase. In actuality your clerk-hours increase is greater 
than your volume increase, your actual volume increase, or about the 
same. 

Mr. Guerre. That is substantially correct, Mr. Conte. That has 
been our experience, but we are optimistic enough to believe that with 
increased efforts at all levels of management, we can absorb some of 
the volume increase in 1960. Your point is a demonstration of the 
austerity, in a sense, of our budget submission; namely, that we have 
assumed that we could absorb a 1 percent increase in volume. 

Mr. Contr. But that also shows that you did not absorb any of it 
in man-hours in 1959 because your increase in volume of mail was 2.7 
percent and your estimated increase in clerk-hours is 2.4 percent. 

Mr. Gittetrre. Our experience in 1959 does not show as much im- 
provement in efficiency as we hope for 1960; but we think our trend is 
in the right direction and that we can attain something pretty close 
to what we have forecast. 


POUNDAGE CARRIED PER CARRIER 


Mr. Conte. Is there a limitation on poundage a carrier carries 
today ? 

Mr. McKipsrn. 35 pounds. 

Mr. Barnes. 35 pounds at any one time. It does not mean that he 
might not have 150 or 200 pounds in total on his route that day. 

Mr. Conte. He picks it up in the boxes along the road? 

Mr. Barnes. That is right. 

Mr. Contr. How does that compare? ; 

Mr. Barnes. It has been 35 pounds for some time, but it was for- 
merly 50. 

Mr. Conte. He delivers about as much mail today as he did 10 years 
ago? 

Mr. Barnes. He delivers more. 


CONSOLIDATION OF RURAL ROUTES 


Mr. Conve. You have an item of $6,700,000 increase in rural carrier 
equipment. Has not the Postmaster General carried out a program 
of cutting down on rural deliveries or is that just affecting my congres- 
sional district ? 
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Mr. Gitetre. It is correct, Mr. Congressman, that rural routes 
have been consolidated where possible. I would like to have Mr. 
McKibbin comment on that question. 

Mr. McKizetn. I wonder if this question would not come up in the 
whole operations program. But would you give the information, 
please, Mr. Barnes. 

Mr. Barnes. This year, Congressman, we will establish approxi- 
mately 100 rural routes as a result of the change from the requirement 
of three families to the mile to two families tothe mile. For 1960, we 
anticipate the number of routes will be reduced by 120 through consol- 
idation and conversion to city delivery service, which approximates the 
normal trend. That is about the normal. 

Mr. Conte. On the one hand you increase it and then on the other 
hand you decrease it ? 

Mr. Barnes. This year is the first year we extended routes on the 
basis of two families to the mile. Heretofore the requirement was 
three families to the mile. Consequently, to extend service on this 
basis, which will benefit about 315,000 families it will require addi- 
tional routes in some areas and also extensions of existing routes. We 
still discontinue routes in areas where satisfactory service can be ren- 
dered by consolidating routes. 


EQUIPMENT MAINTENANCE ALLOWANCE OF RURAL CARRIERS 


_ Mr. Conte. I am apprised of that because you cut quite a few out 
in my district. It seems every time there is an economy move, it is 
in my district. I will look with a jaundiced eye on this $6,700,000 


increase for rural carriers. 

Mr. Guttetrre. May I call on Mr. Lyons to answer that part of the 
question because it should be made clear the $6 million increase you 
refer to is entirely the result of some congressional legislation in con- 
nection with the equipment maintenance allowance of rural carriers. 

Mr. Lyons. Congress increased the equipment mileage allowance to 
the rural carriers from 9 to 10 cents a mile with a minimum of $3.50 
a day. Of course, this is the first full year we will have had that 
increase in effect. The bulk of the $6 million is necessary as a result 
of that increase. 

Mr. Giutterre. Mr. Conte, Public Law 85-399 necessitates, in addi- 
tion, our going in for a supplemental of $6,750,000 even for the fiscal 
year 1959. Thisisto permit compliance with the law. 

Mr. Conte. I know if I am going to argue intelligently to people 
in my district that they are cutting rural carriers out of my district 
for economy purposes, certainly I will have to prove that the budget 
is cut here and not increased because it certainly seems inconsistent 
to come in for an increase in your budget and at the same time cut out 
these carriers. 

Mr. Sessions. Actually, Congressman, we have extended the number 
of families reached by rural carriers, as indicated by Mr. Barnes’ 
explanation. We have actually extended the number of families, 
not reduced it, in the last administrative order. 

Mr. Conte. I would like to have you make a survey of my district 
and show me where you have increased it. I know in the last couple 
of months you have cut out about five rural carriers in my district. 
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Mr. Barnes. We are still consolidating routes where we can con- 
solidate them, but there are areas where we cannot and areas where 
we even have to add routes. Any place in your district or anywhere 
else where the roads are suitable and there are two or more families 
to the mile the service will extend. We are extending routes on this 
basis as fast as we can and to the extent of about 315,000 families this 

ear. 
. Mr. Sessions. We would be very me to make a survey of the Con- 
gressman’s district and give the information to the Congressman in 
the near future. 


RESEARCH \AND DEVELOPMENT 


Mr. Conte. In ~— to research and development, Mr. Gillette, do 
you let this out by bids to outside groups or is the Department itself 
making its own research ? 

Mr. Sessions. In most areas in research contracts this is not pos- 
sible because we are buying brains rather than a standard product. 
If we were buying an automobile or even an ashtray, it would be pos- 
sible to request bids, but in most of the areas where we are letting re- 
search contracts we frequently have to search quite extensively to find 
a firm with the background and the type of personnel and facilities 
which we need for the job we are planning. 

However, in those areas where there are several firms available—and 
those areas are not too frequent at the present time because much of 
this art is completely new in the United States—but whenever such 
may be the case, we plan to ask for competitive bids. 

Mr. Conte. I have no further questions, Mr. Chairman. 


ADMINISTRATION, REGIONAL OPERATION, AND 
RESEARCH 


Program and financing 





1958 actual | 1959 estimate | 1960 estimate 
| 





Program by activities: 
1. Executive and administrative direction - ---- $14, 239, 381 
2. Field inspection service 11, 923, 914 
3. Regional operation a 34, 824, 396 
4. Contract research, development, and engineering 6, 455, 671 





Total obligations 67, 443, 362 
Financing: 
Comparative transfers from (—) other accounts —42, 317, 772 
Unobligated balance no longer available 176, 410 





Appropriation (adjusted) 25, 302, 000 
Proposed supplemental due to pay increases 


Appropriation (adjusted): 

Appropriation 

Transferred from— 
“Finance” (71 Stat. 39) 
“Facilities” (71 Stat. 39) 
“Transportation” (71 stat. 39)-_.- 
“Operations”’ (72 Stat. 65) 

Transferred to ‘‘Operations”’ (71 Stat. 39) _.- 
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Object classification 





1958 actual 


1959 estimate 


1960 estimate 





Average number of all employees 
Number of employees at end of year 
Average GS grade and salary 
01 Personal services: 

Permanent positions 

Positions other than permanent 

EE PERT UN oe chien ecm pen 


Total personal services 
Trave 


es Cn WU I nn ce dunsmedanconacud 
Printing and reproduction 
ee 


Equipment 

Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments 


Total obligations 


7, 914 

44 
8, 353 
7, 907 


7, 968 
40 


8, 186 
7, 968 





8.5 $6,470 


8.8 $7,345 


8.8— 





$50, 551, 314 
189, 121 
, 280, 426 


$53, 907, 691 
196, 000 
1, 328, 230 


$55, 057, 754 
197, 000 


1, 520, 217 





020, 861 
23, 238 


1, 327, 164 
7, 338 


55, 431, 921 
3, 380, 749 


56, 74, 971 
3, 473, 156 
111, 752 








67, 443, 362 





69, 359, 000 








Mr. Gary. We will now consider the appropriation for Adminis- 


tration, Regional Operation, and Research. 


We will place in the 


record a brief table comparing the amount requested for 1960 with 


the amounts appropriated for 1959. 


Appropriation, 1959 
Anticipated pay supplemental 














Fund transfers. 


Total comparative appropriation, 1959 








Estimate, 1960 


Increase over appropriation, 1959 





Increase over total compaartive appropriation, 1959 


JUSTIFICATION OF THE ESTIMATE 


5, 359, 000 


69, 359, 000 
72, 600, 000 


10, 600, 000 


3, 241, 000 


We will insert pages 101 through 105 of the justifications in the 


record at this point. 
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(The pages referred to follow :) 


Statement relating appropriation estimate to current appropriation 


1958 appropriations adjusted -- $25, 302, 000 
1959 budget estimates 69, 359, 000 











1959 appropriation in annual act - 62,000, 000 
Fund transfer from “Operations” 2, 000, 000 





Current appropriation, 1959 64, 000, 000 
Proposed supplemental due to pay increases 5, 859, 000 











Adjusted appropriation, 1959 69, 359, 000 
Additions: 
Fidelity bond premiums—biannual payment due in 
1 





Damage claims—increase of 10 percent comprising 
increase in average award per claim and approxi- 
mately 7 percent increase in number 

Universal Postal Congresses—attendance at one 
regular meeting and three committee meetings___ 

Headquarters services and equipment—increased 
reporting services and repair costs; normal re- 
placement of equipment and new equipment; and 
increased communication and miscellaneous ex- 
pense. awn 

Administrative personnel costs: 

Chief Postal Inspector—additional employ- 
ment to support field program, 1959 carry- 
over costs, and extra day in 1960 

Internal Audit—additional manpower to obtain 
minimum audit coverage, automatic and lon- 
gevity step increases, 1959 carryover costs, 
and extra day in 1960 

Other personnel—carryover cost of 1959 per- 
sonnel transactions, longevity promotions, 
field automatic increases, and extra day 
in 1960__- 

Field Inspection Service—additional personnel to 
enable timely completion of high priority work, 
automatic and longevity step increases, 1959 
carryover costs, extra day in 1960, increased 
travel per diem, services of outside consultants, 
and miscellaneous inspection costs 559, 000 

Regional Operation—cost of 1 extra day above fis- 
cal year 1959 base and automatic and longevity 
step increases 663, 000 

Contract research, development, and engineering__ 1, 133, 000 











38, 241, 000 


Total estimate for 1960 72, 600, 000 


Analysis of estimated increase in obligations, 1960 





Activity and account 1958 





Executive and administrative direction..| $14, 239, 381 

Field inspection service 

Regional operation 

Contract research, development, and 
engineering. 

Awards and training 


Total obligations 
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GENERAL STATEMENT 


This appropriation provides for the salaries and expenses of the headquarters 
staff at Washington, D.C., internal audit, and the money order center at Kansas 
City. It also provides for the field inspection service, all regional offices and for 
the research and development program, including the engineering staff. In 1960 
an estimate for additional contract research development and engineering is in- 
cluded with the appropriation “Postal Modernization.” 

The appropriation for 1959 provided funds for 8,110 positions. With the re- 
ductions effected in 1959, and those estimated in 1960, the number of positions 
will be reduced by 166 or 2 percent. The following table details by bureau and 
office the number of positions included in the estimates: 


Detail of positions, 1958-60 





Positions Increase or 
decrease 
(—), 1960 
1959 over 1959 








Executive and administrative direction: 
Postmaster General 
Headquarters services 
Bureau of Personnel. 
General Counsel 
Chief Postal Inspector 
Internal audit 
Bureau of Operations 
Bureau of Transportation 
Bureau of Finance 
Money order center 
Bureau of Facilities 








Field inspection service: 


911 912 
Clerks 418 418 





1,319 1, 330 1, 349 
4, 851 4, 839 4, 810 


7,914 7, 968 7,944 




















Fiscal year 1959—Analysis of additional funds required for salary increases 
under Public Laws 85-426 and 85-462 


Annual appropriation 1959. $62, 000, 000 
Transfer from “Operations” 2, 000, 000 








Total funds available 64, 000, 000 
Estimated obligations 69, 359, 000 





Additional amount required for pay increases 1959 5, 359, 000 
Fiscal year 1958 


Public Laws 85-426 and 85-462 provided salary increases for personnel paid 
from this appropriation. The increased salaries and related employee benefits 
amounted to $2,428,014. Of this amount all but $447,000 was absorbed within 
available funds. The unabsorbed amount was covered by transfer from other 
accounts. 


Fiscal year 1959 


The funds transferred in 1959 did not involve functions in which personal 
services are utilized. The total estimated cost of salary increases under the 
laws enacted in 1958 amounts to $5,359,000. 

The estimated cost of the salary increases were developed by determining the 
percentage increase in total annual salaries of employees on the rolls at the 
close of fiscal year 1958, after conversion of the new salary rates provided in 
Public Laws 85-426 and 85-462. The additional amounts included for salary 
increases were calculated by use of the percentage increase thus obtained. The 
~ percentage increase was applied to those items affected by the salary increases. 
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The total increase of $5,359,000 is analyzed as follows: 





Salary obligations, increases $5, 025, 000 
Group life insurance, retirement contribution, social security taxes, 
ete. 334, 000 


Total 5, 359, 000 








Analysis of cost of salary increases under Public Laws 85-426-462, fiscal years 
1958 and 1959 





Fiscal year 1958 Fiscal year 1959 





Increased cost 
Estimate (Jan. 11 to Estimate | Increased cost 
at old June 30, 1958) at old 
salary salary 
rates rates estimate 
Per- | Amount Amount 
cent 











Executive and adminis- 
trative direction ! $10, 783, 942) 4. $504, 251/$11, 288, 193/$11, 861, 182 q $13, 061, 182 
Field inspection service..| 9, 898, 051 465, 565) 10, 363, 616) 10, 305, 000 hi 11, 344, 000 
Regional operation 32, 039, 013 . 55}1, 458, 198) 33, 497, 211) 31,397,000) 9.94 34, 517, 000 
Items not affected by 
salary increases 12, 294, 342 12, 294, 342) 10, 436, 818) 10, 436, 818 


65, 015, 348] 3. 73/2, 428, 014) 67, 443, 362) 64, 000, 000 ‘ d 69, 359, 000 
































1 Headquarters service expenses not subject to salary increases reported under ‘‘Items not affected by 
salary increases.” 
Mr. Spronster. Executive and Administrative Direction is the first 
amount in the second column from the right, $16,883,000. 


OBLIGATIONS 


Mr. Gittette. Mr. Chairman, we would like to submit a chart at 
this point in the record. 

Mr. Gary. Without objection, we will insert at this point in the 
record the chart entitled “Administration, Regional Operation, and 
Research Obligations.” 

(The chart referred to follows :) 


Administration, regional operation, and research obligations 


[In thousands] 





Activity 1958 actual | 1959 estimate | 1960 estimate | Increase 1960 
over 1959 





Executive and administrative direction $14, 239 $15, 997 
Field inspection service 11, 924 
Regional operation 5 
‘Contract research ,de velopment, and engineering - 6, 456 
Other 15 


67, 443 




















EXECUTIVE AND ADMINISTRATIVE DIRECTION 


Mr. Gary. Will you explain briefly what items compose the $3,- 
241,000 increase that you are requesting ? 

Mr. Sponster. I am prepared to talk about the first item on the 
second column from the right, the $16,883,000. The increase of that 
item over 1959 is $886,000. I think it is the plan for Mr. Stephens 
to discuss the second item. 
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Mr. Gary. Very well. Of what is that $886,000 composed or do 
you have a statement which you would prefer to make before answer- 
ing the question ? ; rity 

Mr. Sponster. I have a few notes here which will make it briefer, 
if I may follow them. 

Mr. Gary. Very well, we will be glad to have a statement from you 
on the executive and administrative direction part of this budget. 

Mr. Sronster. The presentation combines requests for all head- 
quarters functions into one budget activity. Formerly, I believe we 
requested this money in individual pockets, one each for the Post- 
master General and his staff; the Bureaus of Operations, Transporta- 
tion, Finance, Facilities and Personnel; the offices of the Chief In- 
spector, General Counsel, Research and Engineering, Internal Audit, 
and Headquarters Services. 

We believe this combination of requests will present a clearer pic- 
ture of the total cost for administering the postal service from the 
headquarters in Washington. In 1960 $16,883,000 is being requested, 
an increase of $886,000 over 1959. Included in this $886,000 increase 
is $542,000 over which we have practically no control. 

Mr. Gary. What is that for ? 

Mr. Sronster. $380,000 of the $542,000 is for the payment of the 
biennial fidelity bond premium. ‘This was paid last during fiscal 
year 1958. It comes up biennially, and the next payment is due in 
1960. 

An additional $150,000 is for the anticipated increase in damage 
claims. We believe both the number of claims and average award 
per claim will increase. Our history, going back over several years, 
warrants this. It is set forth in our written presentation. 

Approximately $12,000 is for attendance at various International 
Postal Congresses of which we are a member. These meetings are not 
held each year and the expense, of course, varies with the number of 
meetings scheduled. 

An additional $34,000 is for services and equipment at headquarters. 
This provides for reporting services to cover increased numbers of 
hearing which will require increased hearing examiner activities. It 
provides also for communications expense and carfare. It covers the 
replacement of obsolete equipment and purchase of some additional 
equipment. The $34,000 increase, I may say, amounts to about 5 per- 
cent of the items in 1960 which it covers. 
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The total increase applicable to personal services and related costs 
is approximately $310,000. That is the second portion of the $886,000 
which Iam explaining. 

Our estimate is predicated upon a net decrease of 14 positions in 
headquarters. This is comprised of a reduction of 10 positions at 
headquarters proper and 25 positions at the money order center. 
Mr. Gillette has previously alluded to the latter. It is partially offset 
by proposed increases of 4 positions in the Chief Inspector’s Office 
and 17 additional internal auditors. These will be discussed later by 
Mr. Stephens. These additional positions are estimated to cost 
$138,000. The extra day to be paid in 1960 by reason of its being 
Leap Year will cost $49,000. 

The carryover cost of 1959 personnel transactions, longevity, promo- 
tions, and automatic step increases, will amount to $90,000; and 
fringe benefits, retirement contributions, FICA payments—that is, 
Federal Insurance Contribution Act—and group life insurance related 
to the higher salary costs, will increase by $24,000. 

Of the remaining $9,000 increase, $1,000 is for additional payments 
to the Department of Defense for their audits of our cost-plus-fixed- 
fee contracts and $21,000 is for additional travel of our engineers in 
our expanded research program. 

The latter is offset in part by a decrease of $13,000 in our estimate 
for the movement of household goods. This tabular detail is pre- 
sented on page 106 of the written presentation. 


DECREASE IN PERSONNEL AT HEADQUARTERS 


Mr. Gary. What is the net increase or decrease in personnel in the 
Department? | 

Mr. Sronster. You mean in numbers or dollars? 

Mr. Gary. Numbers. 

Mr. Sponster. Numbers in headquarters, a net decrease of 14. 


ANALYSIS OF OBLIGATIONS 


Mr. Gary. We will insert pages 106 and 107 of the justifications in 
the record at this point. 


87175—59—.--10 


(The pages referred to follow :) 
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EXECUTIVE AND ADMINISTRATIVE DIRECTION, INCREASE $886,000 


Analysis of obligations 





Item 


Increase or 
decrease (—) 





Average number of positions: 
- 


Personal services (01): 
eadquarters: 


Uniforms 


Total personal services 
Travel (02) 
Household goods and effects (03) 
Communication services (04) 
Group life insurance (07) -..--....-.-------- skal 
Services of other Government agencies (07) 
Emergency and miscellaneous expense (07) 
Registration fees—Attendance at technical 

meetings (07) 

Liaison expense (07) 
Fidelity bond premiums (07) 
Contribution to retirement fund (11) 
Social security taxes (15) 


Subtotal, personal services and related 


Travel, delegates, International Postal Con- 
gresses ( 


Freight (03) 

Rental of equipment (05)_...............-...--- 
Printing and reproduction (06) 

Repairs and services (07) 

Office supplies (C8) 

Equipment (09) 


Subtotal, headquurters printing, sup- 
plies, and equipment 


Carfare and taxicab expense (02) -.__.__-. 
Communication services (04) 


Subtotal, departmental communications 
and miscellaneous expense 


Damage claims (13) 


Total obligations 


1,394.1 
436. 2 


1,391.4 
437. 


—2.7 
9 





5,055 


$7, 455 
5, 331 


$123 
276 





$10, 221, 664 
230 


$10, 373, 535 
230 


$151, 871 





10, 221, 894 
2, 205, 142 


10, 373, 765 
2, 330, 177 





12, 427, 036 
495, 852 


12, 703, 942 
517, 552 
21,000 


, 000 
43,016 

















4, 228 
113, 242 


3, 600 
110, 400 





117, 470 


114, 000 





1, 209, 153 


1, 450, 000 


1, 600, 060 


150, 000 








14, 239, 381 





15, 997, 000 





16, 883, 000 





886, 000 





Mr. Gary. Does this appropriation item include all funds for the 


postal inspection service? 
Mr. Sronster. No, sir. 


Mr. Gittetre. Only headquarters staff. The field inspection serv- 
ice is included in the next item under this category. 

Mr. Gary. But the “Administration, regional operation, and re- 
search” does include all headquarters cost, does it ? 

Mr. GitteTTe. Yes, it is all in this appropriation. 

Mr. Gary. What portion of the research, development and en- 
gineering program is included in this appropriation item and what 
portion is in the postal modernization item ? 


shee 
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Mr. Griterre. An amount of $5,500,000 is in this appropriation, 
and in the postal modernization appropriation the amount is 
$9,740,000. 

Mr. Gary. Why is it divided in that manner ? 

Mr. Gitterre. We divided it, Mr. Chairman, in order to make it 
clear that there was an additional stepped-up research activity neces- 
sary for the type of modernization program that was contemplated 
by title III of Public Law 85-426. In other words, the research is 
primarily associated with an accelerated modernization program. 


INTERNAL AUDIT PROGRAM 


Mr. SrerHens. Mr. Chairman, there is included in this account 
an item pertaining to an increase of 4 positions at headquarters, and 
17 in the field of internal audit. 

Mr. Gary. That is the item under “Executive and administrative 
direction” ? 

Mr. SrerHens. It is included in that item; yes, sir. For the first 
time our headquarters has been included in this item. Heretofore it 
was in a separate Bureau account. 

I should like to have, if you are agreeable, Mr. Smith, who is the 
Director of Internal Audit, Division of Internal Audit of my Bureau, 
to advise you of what we contend are the needs for this additional 
personnel. 

Mr. Gary. Very well. 

Mr. Suir. Mr. Chairman, members of the committee, the internal 
audit program in the Post Office Department was established in 1954 
and 150 positions were created and budgeted for. A limited number 
of auditors were recruited but there were some unsettled questions as 
to where certain audits should take place and who should make 
them. 

Those problems were resolved through the aproval of an over-all 
plan in May 1957, at which time there were 53 auditors on board. 
That was shortly after the time that I came to the Department from 
the Internal Audit Division of the Department of the Army. 

We were asked to prepare a work plan of the overall volume of 
work and to relate it to the manpower, which we did. That was 
approved in May 1957 with implementation in two phases, the first 
effective June 1, 1957, with an increase to 85 from a temporary ceil- 
ing of 60 which the Department had established; and the second 
phase was effective September 1, 1957, which gave us the present 
ceiling of 102 positions. 

Now, this approved plan was predicated upon the Internal Audit 
Division, a small unit of qualified accountants, performing internal 
audits of all activities of the Department except the post offices 
themselves. 

The second feature of this plan was the development of technical 
audit standards and procedures for use throughout the Department. 

Another phase was that the Internal Audit Division would selec- 
tively review and observe audits and financial examinations of post 
offices made by station examiners and postal inspectors. 

The fourth feature of it was that the Internal Audit Division would 
render to the Postmaster General an annual certification concerning 
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the integrity of the Department’s financial statements and the adequacy 
of its internal controls. 

To date we have recruited in the Internal Audit Division 93 auditors 
and 7 stenographers out of a ceiling of 102. 

You might be interested te know that one-third of these auditors are 
CPA’s. The majority of the others have a considerable amount of 
commercial and public accounting experience or its equivalent. 

We acquired a good bit of experience in 1957 and 1958 which we 
did not have when we made our first estimate in 1957, and on the 
basis of our most careful and conscientious efforts to relate workload 
to available manpower we have concluded we will have to have an 
additional 17 internal auditors. 

The 17 internal auditors, I might add, will consist of 3 in each 
of the 5 area offices and 2 in headquarters. Mr. Stephens’ com- 
ment had relation to the four clerks who will be in the Inspection Serv- 
ice at headquarters. 

Mr. Streruens. The four additional personnel are clerical personnel 
at headquarters in the Bureau. 

Mr. Gary. What do you audit from this Internal Audit Division? 

Mr. Smirn. We audit revenues and payrolls; we audit mail trans- 

‘portation payments; we audit cost-type contracts; we audit disburse- 
ments—— 

Mr. Gary. For what? 

Mr. Smiru. Disbursements for indemnity claims; disbursements for 
uniforms; disbursements for supplies. 

Mr. Gary. In the regional offices ? 

Mr. Smirn. Yes, sir. 

Mr. Gary. Your audits are confined to regional offices ? 

Mr. Smirn. Yes, plus supply centers and mail equipment shops 
and headquarters. In general, we audit everything except the post 
offices themselves and in those we make selective reviews and observa- 
tions of the quality of work being done by postal inspectors. 

Mr. Gary. The post offices themselves are audited by the field in- 
spection service ? 

Mr. Sirn. That is correct. 

Mr. Gary. And with these 17 auditors you are requesting you will 
have how many ? 

Mr. Smiru. 119; to audit one of the largest. businesses in the world, 
as you can readily understand, with a type of asset that is very liquid 
and has to be controlled more accurately than nuts and bolts. 

Mr. Grierre. Mr. Chairman, I might say representatives of the 
General Accounting Office have long urged that we increase our in- 
ternal audit staff somewhat, and at one time suggested a figure of 
150. We have tried to proceed very slowly in order that we could 
learn by experience how many we needed. It is on the basis of the 
first. year’s experience with an independent division that Mr. Smith 
is asking for this additional 17. 

I am permitted to say that the General Accounting Office is in favor 
of an increase of this type, though they have not specifically advised 
on the amount. 

Mr. Gary. Mr. Stephens, just what will the four additional people 
requested for the headquarters office do ? 
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Mr. Srepnens. They are stenographers and clerks to handle the 
added workload in support of the field forces. 

Mr. Smiru. May I add one more comment, Mr. Chairman? 

Mr. Gary. Yes. 

Mr. Smiru. The Division of Internal Audit was transferred from 
the Bureau of Finance August 1, 1957, to the Bureau of the Chief 
Postal Inspector and we have been operating as an independent part 
of that Bureau since that time. 

I want to say that the cooperation received and the results attained 
have been in my opinion very satisfactory. I believe we are getting 
more depth to our audits. I believe we are able to supplement the 
efforts of each other. The inspectors get leads and pass them on to 
us, and in the other direction we pass on to them information which 
we think will assist them in auditing and inspecting post offices. 

We believe that the transfer has resulted in strengthening the 
independent position of the Internal Audit Division. 

Mr. Gary. What work will those four clerical people do? 

Mr. Sreruens. In addition to stenographic work, Mr. Chairman, 
they process many of the reports that necessarily come to headquarters, 
technical reviews, to point up to supervisors and others matters that 
might require supervisory attention. So they are the supporting 
clerical staff for the Bureau. 

Mr. Gary. For the 119 auditors? 

Mr. Srernens. A certain amount of personnel are for the auditors 
and for the Inspection Service. In other words, we have in the 
Bureau the Division of Mail Losses and Criminal Investigations; a 
Division of Mail Fraud; and so forth. 

Mr. Gary. Will some of these four employees be used in that work? 

Mr. Steruens. Yes. 

Mr. Ganr. Then they are not entirely for the Internal Audit Di- 
vision 

Mr. Srepuens. No, sir. Possibly my original statement indicated 
that, but actually they are clerical personnel for the Bureau. 

Mr. Gary. Mr. Canfield, do you have any questions on that? 

Mr. CanrFiebp. Yes. 

Chief, your table on page 112A, is that prepared to make your 
case for these additional employees? You show a total man-day 
deficiency of 5,465 and total man-years deferred of 24.3. That is 
the supporting table, is it not? 

Mr. Steruens. That is correct for the Internal Audit Division, sir. 

Mr. Canrtetp. And the items contained therein are audit assign- 
ments under “Postal field installation audits,” “Post office reviews,” 
and “Headquarters audits” ? 

Mr. StepHens. That is correct. I think this table will reveal very 
accurately the extent or scope of the internal audit program and the 
audit areas that have not heretofore been covered. Some of these, 
as has been stated, are very sizable accounts by any standard. 

Mr. Guetre. I might say, Mr. Canfield, as head of the Bureau of 
Finance, that the recommendations of the Internal Audit Division 
for improved financial procedures have been invaluable and in my 
opinion have very substantially strengthened the procedures look- 
ing toward maintaining the integrity of our accounting system. 
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BACKLOG IN AUDIT WORK 


Mr. Gary. Mr. Gillette, the table Mr. Canfield referred to shows 
that the total man-years deferred has been reduced from 43.9 in 1958 
to 24.3—and we did allow some additional employees for this last 

ear. With that reduction last year, do you not think we might wipe 
it out this year without any increase in personnel ? 

Mr. Guterte. I would like Mr. Smith to respond to that. There 
is a good explanation to your question. 

‘Mr. Smiru. I believe the next page, 113, shows very simply the 
status of our program, that we had 82.4 man-years available and 
that we had to defer for the fiscal year 1958 43.9 man-years, coming 
to a total of 126.3 which, when we deduct the availability on the basis 
of the total of 102 positions, showed a net deficiency of 24.3, and all we 
are requesting is an additional 17 in the thought and belief we can 
make up the balance through increased efficiency and better training. 

Mr. Guerre. I think the basic point, which I would like to have 
Mr. Smith confirm, is that it is only through neglecting a substantial 
number of audits that are necessary that it is possible to get through 
with this amount of personnel. It is to obtain a minimum coverage 
with our internal audit program, urged by the General Accounting 
Office, that we are asking for this, so that we will not continue to 
neglect a substantial part of a minimum program. 

Mr. Surrn. Stated another way, we believe that with the 119 posi- 
tions the Internal Audit Division can do sufficient minimum audit 
work to accomplish its basic objectives and assigned responsibilities. 
In order to do it we are using selective test methods and rotating. 
We are not trying to cover every function in every unit each year, but 
are only attempting to get sufficient coverage to provide a sound base 
for our certifications. 

Mr. ALEXANDER. No questions. 

Mr. Gary. Mr. Pillion ? 

Mr. Pitx10N. Just one question, if I may. 


FIDELITY BOND PREMIUMS 


On page 101 there is an item of fidelity bond premiums, biennial 
payment due in 1960 of $380,000. That averages, I assume, $190,000 
a year premiums paid for bonds. What does that cover? 

Mr. Guttetre. Mr. Sponsler, would you like to answer that? 

Mr. Sronster. I do not know that I can explain the change in bond- 
ing system. I think Mr. Noble knows more about that. A change in 
the law put the cost of bonding Government employees on the U.S. 
Government. This has been the practice in private business and in 
State and local governments for sometime. 

Mr. Atexanper. Off the record. 

(Discussion off the record.) 

Mr. Piuuion. I appreciate the gentleman’s point of view, but I 
would like to pursue it just a bit further. The bondings here are for 
embezzlements and that sort of thing? 

Mr. Nostez. That is correct. I believe the bond is for malfeasance 
in office of any kind. 
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Mr. Pitt1on. How much money has the Federal Government been 
reimbursed by the fidelity bond companies for these losses in any par- 
ticular year or series of years? 

Mr. Noste. We will be glad to get that for the record. 

Mr. Prtxt10on. What you are doing, evidently, is to insure yourselves 
against losses; is that right ? 

Mr. Noste. Yes. 

Mr. Pitxi0on. You do not have tornado insurance or water damage 
insurance, the Government carries its own insurance on that. Would 
you be good enough to prepare a table for, say, the last 2 or 3 years, 
showing the amount of premiums paid, the amount of losses paid by 
these insurance companies to the Government to compensate it for 
its losses, and the amount of recoveries, if they are known to you, 
made by the insurance companies from the employees who have 
defaulted. 

(The following information was supplied later.) 

1956-57 bond : 


Premium $367, 027. 62 
Less dividend 55, 054. 14 








Net premium cost for 2 years 311, 973. 48 


Claims: Collections to Feb. 18, 1959 148, 726. 00 





(Although the term of this bond has expired it is still subject to claims for 
embezzlements occurring in calendar years 1956 and 1957.) 
1958—59 bond : 
Premium... 3815, 487. 75 
Less dividend (estimated) 47, 000. 00 











Estimated net premium cost for 2 years____ 268, 437. 75 
Claims; Collections to Feb. 18, 1959 


The amounts of recoveries by the bonding company are not known to the Post 
Office Department. Postal inspectors recovered $781,112 in 1958 for the Post 
Office Department and its patrons. - 

The blanket fidelity bond is awarded biennially on the basis of competitive 
bidding. As indicated above, the net premium cost for 1 year is currently running 
at the rate of $134,000. This is substantially less than the cost to the Post Office 
Department of administering employees’ individual bonds when each employee 
handling funds was required to provide a bond at his own expense. A study made 
prior to the enactment of the present legislation on bonding indicated that it cost 
the Department $300,000 a year to administer bonds. This included the cost of 
advising employees of acceptable sureties, approving and filing completed bonds, 
policing the amounts of bonds in connection with changes in assignments and 
responsibilities, and notifying employees to renew their bonds. 

As an indication of the ultimate annual liability assumed by the bonding com- 
pany under the blanket bond, it should be noted that $176,462 was collected from 
all sureties in fiscal year 1958 in connection with defalcations of postal employees. 

The blanket bond covers all employees of the service for faithful performance 
of their duties. This permits the Department to reimburse patrons who have 
mailed money or other valuable items as ordinary matter if and when it is deter- 
mined that a specific employee was responsible for the theft of the item, as well 
as protecting the funds and other assets of the Government. 


Mr. Piutuion. I have no further questions, Mr. Chairman. 
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TRAVEL 


Mr. Conte. Mr. Gillette, in your justifications on page 106, under 
activity 02, travel, you estimate you will need $517,552 for fiscal year 
1960, an increase of $21,700 over the previous fiscal year. That travel 
is for whom ? 

Mr. Gitterre. I would like to ask Mr. Sponsler to testify on that 
item, 

_ Mr. Sponster. The travel is for the whole headquarters staff—for. 

people from the Bureau of Operations going into the field, for the 
auditors we have just been discussing, the engineers attached to the 
Office of Engineering and Research—all of the 1,400 employees in 
headquarters who have reason to travel to review regional operations 
and post office operations. With respect to the increase of $21,700, 
virtually all of it is for increased travel of the engineers due to the 
postal modernization program. 

Mr. Contr. You have been doing considerably more travel since 
1958, I notice. 

Mr. Sponster. It has been increasing. 

Mr. Conve. Is this travel absolutely necessary in the operation of 
the Post Office Department? 

Mr. Sponster. We believe so on the basis of experience, yes. 

Mr. Sessions. I would like to add, with your permission, Mr. Con- 
gressman, the fact that a portion of this is due to the increased cost 
of travel. 

The second comment I would like to make is that we would be 
happy if this travel were increased because I feel we would be keep- 
ing a closer eye on the operations in the field. I think we make very 
effective use of this travel. 

Mr. Conte. Off the record. 

(Discussion off the record.) 

Mr. Conte. No further questions. 

Mr. Sronster. Mr. Chairman, may I make a correction? I find 
that travel also covers some regional office travel and some field serv- 
ice officers, so the number of employees involved is not the 1,400 I 
mentioned but also some regional people. 


LIAISON EXPENSE 


Mr. Gary. Mr. Sponsler, what is the item of “Liaison expense, 
$48,330"? 

Mr. Sponster. I would like to ask Mr. Friedman, as Director of 
Headquarters Services, to tell you what that means. 

Mr. Frrepan. You are referring to this object class 07 item of 
$48,330? 

Mr. Gary. Yes. 

Mr. Frrepman. I am sorry, sir, I do not have that information. Mr. 
Bruce, do you have that breakdown ? 

Mr. Bruce. We have liaison expense in connection with the various 
conventions of countries that set the international postage agreements. 
We have two items, one for travel and one for liaison expense. The 
liaison expense is our pro rata share of maintaining the office of the 
Universal Postal Union at Berne, Switzerland, the Postal Union of 
the Americas and Spain at Montevideo, Uruguay, and one other. 
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Each of the countries in that agreement pays its pro rata share for 
the maintenance of these offices. That is our share. 

Mr. Gary. Is any of that used for entertainment purposes? 

Mr. Bruce. Yes, some of it would of necessity be used for entertain- 
ment purposes. We have an item in the administration account of 
not to exceed, I believe in 1960, $15,000, which may be expended on 
certificate of the Postmaster General. That is used in those instances 
where we may attend an international convention of the parties to this 
convention. In 1960, we have one at Berne, Switzerland, one in the 
Dominican Republic, and one at another point. It is mandatory, in 
a way, that the United States take its turn entertaining and the Appro- 
priation Act has for many, many years contained a provision that we 
may expend not to exceed a stipulated amount for this purpose, which 
varies from year to year. This year it is $15,000. 

Mr. Gary. Any questions on that item ? 

If not, the committee will recess until 2 o’clock. 

Mr. Gary. The committee will come to order. 

Mr. Gillette, did you have a statement you want to make? 

Mr. Gitterre. Thank you, Mr. Gary. 


ACTIVITIES COVERED IN “EXECUTIVE AND ADMINISTRATIVE DIRECTION” 
ACCOUNT 


I simply thought I might clarify the current discussion before the 
committee by emphasizing that the activity account now before the 
committee entitled “Executive and administrative direction” com- 


prises all of the Bureau headquarters personnel and the damage claims 
and the fidelity bond and the Kansas City money order center and also 
the internal audit field staff. 

It A pee as indicated in the justification which you have had 


inserted in the record, a consolidation of accounts which were sepa- 
rately discussed before; namely, the Postmaster General, Executive 
Assistant to the Deputy Postmaster, headquarters services, administra- 
tion of personnel, legal service, Chief Postal Inspector (headquarters 
personnel), internal audit (headquarters and field), administration of 
postal operations, administration of postal transportation, administra- 
tion of postal finance, administration of postal facilities, and research 
and engineering (headquarters personnel), as set forth on page 108 
of the justifications. 

Therefore, Mr. Chairman, this would be the opportunity that the 
committee would have, if they desired, to ask any questions about the 
headquarters administration such as that pertaining to the General 
Counsel’s office, the Bureau of Personnel, and so forth. 

Mr. Gary. Does the Bureau of Personnel come under “Executive 
and administrative direction” ? 

Mr. Gitterre. Yes. I wanted to point out that since the Bureaus’ 
expenses are almost entirely personnel and related expenses such as 
travel, that we have put them in this one category of executive and 
administrative direction this year, as pointed out on page 108 of the 
j ch aetcteaas I wanted to be sure, sir, that the committee understood 
this. 

Mr. Gary. Thank you, Mr. Gillette. 
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Mr. Giitettr. Excuse me, Mr. Chairman. I might add one more 
clarifying point, that the tabulation of positions on page 103 of the 
justifications gives you the data by which you can follow the spread 
of the personnel through this particular account activity. 


HIRING OF PERSONNEL ABOVE ENTRANCE LEVEL 


Mr. Gary. Mr. Lyons, to what extent have you exercised authority 
to hire personnel above the entrance level for each grade? 

Mr. Lyons. There has been very little of that, some engineers at 
headquarters and I do not recall any recent cases in the field with 
the exception, I believe, of a few that were previously employed by the 
Government and were hired for internal audit functions. 


PERSONNEL TURNOVER 


Mr. Gary. What is the current personnel turnover experience of the 
Post Office Department ? 

Mr. Lyons. It is the smallest in Government and about 50 percent 
as large as the average for industry as compiled by the National Indus- 
trial Conference Board. 

Mr. Gary. Do you have some figures on that? 

Mr. Lyons. Wecan compile some. 

Mr. Gary. I wish you would. 

(The information requested follows :) 

The average turnover for all Federal agencies, including the Post Office De- 
partment, for calendar year 1958, was 19.7 separations per 100 employees. In 
contrast, the Post Office Department alone averaged only 15.95 separations per 
100 employees. The same relationship held for quits. The Federal average, 
including Post Office Department, was 8.62 per 100 employees for calendar year 
1958, while the Post Office Department average was 5.95 per 100 employees. 

Since the postal service rate is lower than that for other Federal agencies, 
the total Federal service rate is reduced by the inclusion of the postal service. 
Without the postal service included, the average separations of all other Federal 
agencies was 21.17 and the average quit rate was 9.51 per 100 employees. 

An even more favurable comparison existed between the Post Office Depart- 
ment and manufacturing industries shown in Department of Labor statistics. 
For calendar year 1958, the average separation rate for these manufacturing 
industries was 42.6, or almost 3 times the 15.95 separation rate for the postal 
service. Similarly, the manufacturing industries quit rate averaged 10.7, as 
compared to 5.95 for the postal service. It should be noted that the quit rate 
for manufacturing industries was lower than normal during several months of 
1958, because of the large number of layoffs in the industrial work force. 


COST OF STEP-IN-GRADE PROMOTIONS 


Mr. Gary. What is the gross cost, 1960 over 1959, of step increases 
for all employees on the rolls in 1959? 

Mr. Lyons. I believe the Assistant Postmaster General for Finance 
could answer that better than I. 

ac. Giietre. Mr. Chairman, we estimate it at approximately $11 
million. 

Mr. Gary. To what extent is that offset by turnover and what is 
the net increase for 1960 for step-in-grade promotions, for group life 
insurance contributions, civil service retirement fund contributions, 
and for social security taxes? 

Mr. Guterre. Mr. Bruce will answer that question. 
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Mr. Bruce. The figure we gave you is the net figure for 1960. 

The additional costs for the fringe benefit items for 1960 are as 
follows: 

The cost of group life insurance is $8.6 million, an increase of 
$292,000 over 1959. 

The cost of uniform allowances is approximately $15.9 million, an 
increase of $613,000 over 1959. 

The cost of contributions to the civil service retirement fund is 
$153 million, an increase of $5,138,000. 

And the cost of FICA will be $8.7 million, up $1,400,000. 


COST OF PAYMENTS ABOVE BASIC RATES 


Mr. Gary. What is the estimated 1960 cost for overtime, nightwork 
differential, and any other payment above basic rates? 

Mr. Bruce. The cost of terminal leave will approximate $10.3 mil- 
lion. The additional cost above the 52-week base will be $15 million. 

The cost of overtime will be $55.1 million. 

The cost of nightwork differential will be $39.9 million. 


TERRITORIAL LIVING COST ALLOWANCES 


The additional cost for territorial living cost allowances will be 
$2.5 million. 

Mr. Gary. Is that for Hawaii and Puerto Rico? 

Mr. Bruce. And Alaska. 

Mr. Gary. Of course that was for Alaska before it became a State? 

Mr. Bruce. I do not think the fact it became a State will affect 
that cost. The present legal opinion is that the additional cost for 
territorial cost-of-living allowances will not be affected. 

Mr. Gary. When I was in Hawaii several ei ago I made an in- 
vestigation of that situation and so far as I could see there is ab- 
solutely no excuse whatever for the Territorial allowance in Hawaii. 
Postal employees there, particularly in rural sections, enjoy much 
lower cost of living expenses than those in the United States. They 
are natives, they have no additional travel because of their employ- 
ment, and it is a bonanza to which certainly none of those receiving it 
are entitled. I so recommended to the legislative committee and I 
hope they will take steps to change it. 

_ Mr. Passman. Mr. Chairman, may I ask a question at this point 
in connection with Territorial allowances ? 

Mr. Gary. Yes. 

Mr. Passman. With Alaska as a new State, it is my understanding 
many conditions will change. Are you going to make a recommenda- 
tion LY. Congress that this Territorial allowance be reduced or elimi- 
nated ? 

Mr. Gary. I do not think there should be any. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Lyons. We need the Territorial allowances as conditions now 
exist in Alaska for recruiting purposes. We do not need it in Hawaii 
and Puerto Rico for recruiting purposes. The going wage rates 
in Alaska are so much higher than in the United States that the 
Territorial allowance is necessary. The opposite is true in Puerto 
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Rico. In Puerto Rico the going rates are far below the going rates 
on the mainland and therefore since we hire natives almost exclusive- 
ly in Puerto Rico we have no need for an extra cost of living allow- 
ance there. 

Mr. Gary. I addressed my remarks to Hawaii because that is the 
only section I have investigated. I found the Federal Government 
employees in Hawaii the highest paid people on the entire island and 
they get a differential over and above the amount received by the 
employees in this country that have to pay a much higher cost of 
living. Not only is there no reason for it but there is absolutely no 
excuse for it, and it ought to be changed immediately, in my judg- 
ment. 

Mr. Passman. Mr. Lyons, would you agree that with Alaska being 
a State, there will be some improvements and a lot of revenue will 
accrue to the State, and that there will be a different situation there 
than in the past ? 

Mr. Lyons. I do not expect a change very fast in that respect. 

Mr. Gary. The investigation I made was at the request of the chair- 
man of the legislative committee, who knew I was going out there. 
I went out for other purposes, but I did make the investigation he 
requested. I brought back to him a lot of information. For exam- 
Re I brought him figures comparing the amounts paid by the Federal 

overnment with those paid by the Hawaiian government, and var- 
ious other figures, which to my mind showed conclusively that there 
was no excuse for the differential. I turned that information over to 
the chairman of the legislative committee. I do not know what he has 
done with it. That committee may be still working on the problem. 

Mr. Passman. With an increased population in Alaska, would it 
not be less difficult to recruit the personnel needed ? 

Mr. Lyons. I should think it would be, Congressman, except. that 
the demand for employees by the defense establishments in Alaska 
is so great and appears to be continuing that it leaves the Post Office 
Department a difficult problem in the recruiting of personnel. 

Mr. Passman. It is my understanding that many people are going 
to Alaska and that considerable land area will be turned over to the 
State of Alaska. They will take over the wildlife and fisheries indus- 
tries, and that will greatly increase the revenues to the State of 
Alaska; and with lands to be sold and homesteaded, many people 
will be attracted there. So it would appear—not this year or next 
year, perhaps—that in due time Alaska will be operated similarly 
to our States. 

Off the record. 

(Discussion off the record.) 


HEALTH INSURANCE 


Mr. Passman. It has been brought to my attention that a bill has 
been introduced by a member of the Post Office and Civil Service 
Committee to provide health insurance for postal employees. 


Has the Post Office Department been asked to state its position on 
that bill? 
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Mr. Lyons. Not as yet. I believe the bill to which you refer in- 
volves health insurance as opposed to life insurance. We have been 
informed by the counsel for the House Committee that there have 
been approximately 200 bills introduced so far involving salary and 
benefits for postal employees, and the counsel has stated that the 
committee will be asking the Department to comment on them in the 
near future. I have not had an opportunity to study them yet. 

Mr. Passman. Does any other type of Government employee enjoy 
such a benefit at this time ? 

Mr. Lyons. Not yet. 

Mr. Passman. And if this should become law for the postal em- 
ployees it would follow that the other Government employees would 
want the same type of consideration. Could we not expect that 
to be the policy ? 

Mr. Lyons. It is my impression that the bill to which you refer 
includes all Federal employees. 


PAY OF POSTAL EMPLOYEES 


Mr. Gary. Is it true that the postal employees are the highest paid 
group in the Government at the present time, as a group ? 

Mr. Lyons. I believe not, Mr. Chairman. believe the Wage 
Board employees, in comparing the duties to those of postal employees 
and trying to arrive at a similar level of responsibility, would be paid 
somewhat higher in most areas. 

Mr. Gary. I have a newspaper column here that says: 

The average postal employee is paid $4,875, which is tops among the three 
major groups in the Federal service. The average laborer and mechanic (blue 
collar employee) is paid $4,763. The white collar classified continues to bring 
up the rear. His average salary is $4,640. 

Mr. Lyons. I have read the article to which you refer, Mr. Chair- 
man, and using averages is somewhat misleading. For example, in 
the Post Office Department we also have laborers and they are paid 
substantially lower salaries than either clerks or carriers because 
of the greater skill required to be a clerk or carrier. 

I said before that for comparable levels of responsibility the Wage 
Board employees were paid somewhat higher in most areas than postal 
employees. For example, we hire electricians. There are electricians 
under the Wage Board, and they are paid higher than our employees. 

It is quite true that the postal employees, generally speaking made 
up of clerks and carriers, are paid slightly higher than a simitor line 
of work under the Classification Act. 


TERRITORIAL ALLOWANCES 


Mr. Gary. Getting back to this question of territorial allowances, 
how many postal employees receive extra compensation in the form 
of territorial living cost allowance? 

Mr. Lions. May I supply that for the record, Mr. Chairman? 

Mr. Gary. Yes, and also the average amount of such compensation. 
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(The information requested follows :) 


The following table shows the number of employees and cost to the Post 
Office Department of territorial allowances for calendar year 1958. 


Cost of Territorial allowances, calendar year 1958 





Number of Cost of Cost of al- 
employees allowance | lowance per 
employee 





1, 066 $907, 831 
875 716, 399 
586 605, 425 














Mr. Avexanper. Mr. Chairman, while we are on that subject will 
mg yield ? 

r. Gary. Yes. 

Mr. ALExanper. Mr. Lyons, in speaking of Puerto Rico and any of 
these other Territories pte the wage scale is lower than that paid 
by the postal service, are you required by law to pay a certain salary 
or do you have any choice in determining what you will pay in the 
Territory ? 

Mr. Lyons. We are required by law to pay the same salary that is 
paid in continental United States, plus the Territorial cost of living 
allowance. We have nochoice. 

Mr. Gary. What is that allowance ? 

Mr. Lyons. In Puerto Rico it has been set at 1714 percent, which, 
of course, is tax free. In Hawaii it is currently 20 percent. In 
Alaska it is 25 percent. 

Mr. Gary. That is over and above the standard pay for similar 
work of employees in the United States ? 

Mr. Lyons. Yes, sir. 

Mr. ALEexaNDER. What would be the savings if you were able to 
hire competent employees at the wage scale that is paid to people that 
do similar work or work of an equal nature in Puerto Rico and these 
other Territories ? 

Mr. Lyons. I have no means of calculating that. I can give you 
the amounts of Territorial cost of living allowances. 

Mr. Atexanper. Can you give a rough estimate of the percentage 
higher we pay them than the average scale for that type of work? 

r. Lyons. Yes. A recent survey made for the Post Office Depart- 
ment reveals that postal salaries are on the average 68 to 88 percent 
higher than those paid for positions of similar difficulty and responsi- 
bility. These figures are exclusive of the cost-of-living allowance 
which adds another 1714 percent to postal salaries. 

Mr. Gary. In that connection, I obtained the figures when I was 
in Hawaii. I got them from the Territorial government and brought 
them back here and turned them over to the Legislative Committee. 

Mr. Atexanper. Off the record. 

(Discussion off the record.) 

Mr. Auexanver. I would like to say, Mr. Chairman, that I cer- 
tainly feel we should not pay more than the average pay scale in the 
country involved because, first of all, I think we create friction and 
ill will actually where we distort wage scales. 

Off the record. 

(Discussion off the record.) 
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Mr. Passman. I want to ask another question, Mr. Chairman, at 
this point: Is it not true that all Federal Government salaries ap- 
lying to career people are fixed by law and that an individual in one 
state, even though the cost of living there might be lower, would re- 
ceive the same monthly or annual wage as an employee doing com- 
parable work in another State, where the cost of living is higher? 

Mr. Lyons. Yes, sir. 

Mr. Passman. But in many Government contracts, such as those 
for construction work, there is a differential between what might be 
paid in Louisiana and in New York, for example ? 

Mr. Lyons. That is also true, and the Armed Forces civilian em- 
ployees working under the wage board also have a differential by 
area. 

Mr. Passman. Certainly living costs are less in some areas of the 
country than in others. 

Mr. 5 come. That is true. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


TRAINING ACTIVITIES 


Mr. Gary. How much money is included in this budget for the 
conduct of training activities within the postal establishment ? 

Mr. Lyons. Mr. Chairman, you will recall in my opening state- 
ment that I mentioned we were not asking for the training authority 
which we formerly had which involved $100,000, because general leg- 


islation has been passed covering that subject. 

I mentioned to you, Mr. Chairman, that the general legislation in- 
advertently excluded postmasters, and that the Department is seek- 
ing to remedy that defect in the legislation by amendment. 

Mr. Gary. The question was how much money is included in 
this budget for the conduct of training activities within the postal 
establishment ? 

Mr. Lyons. Training as such I do not believe is included as a 
separate item, Mr. Chairman. 

Mr. Gary. Can you furnish for the record an estimate of how much 
you will spend on training ? 

Mr. Lyons. You understand, of course, that the great bulk of our 
training is on-the-job training, so that the training expenditure would 
only cover the cost of the instructors themselves and I can, of course, 
furnish that, sir. 

Mr. Gary. If you will, please. 

(The following information was received subsequently :) 


Costs OF TRAINING, F1scaL YEAR 1960 


Salary costs for all training technicians in fiscal year 1960, including 237 full- 
time technicians at postal installations, is estimated to be $1,600,000. Less than 
3 percent of this amount will be for the headquarters staff. An estimated 320,000 
employees have received training through this program. 

During fiscal year 1960 the Department will continue to make judicious use of 
non-Government facilities such as universities and colleges to provide manage- 
ment training and specialized courses essential to the changing needs of the postal 
service. Although it is difficult to precisely estimate the number of employees 
participating and the costs of these courses in fiscal year 1960, a conservative esti- 
nate based on past experience would be $75,000. 
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Mr. Gary. How many man-years of time will be devoted to the 
training function? 

Mr. Lyons. Could I furnish that for the record, too, Mr. Chairman, 
along with the amount ? 

Mr. Gary. Yes. 


CIVIL SERVICE BOARDS OF EXAMINERS 


What are the estimated costs for 1959 and 1960 of the civil service 
boards of examiners? 

Mr. Lyons. I would like to furnish that, too, for the record. 

(The information requested follows :) 


It is estimated that the net additional cost to the Post Office Department of 
the 60 boards of civil service examiners for fiscal year 1959 will be approxi- 
mately $510,000. For fiscal year 1960 the estimate, which provides for an addi- 
tional 10 boards, is $595,000. 

These figures require further explanation. 

Ever since the Civil Service Act was passed in 1883 the Commission has 
relied upon other agencies to furnish personnel to publicize and hold civil sery- 
ice examinations. Because no other agency had field offices so widely distributed 
across the country and so generally accessible to the public, the Post Office 
Department has always furnished the major share of this contribution. 

For many years the Civil Service Commission has maintained boards of 
U.S. civil service examiners at strategically located post offices throughout the 
country. These boards have consisted of a secretary and a number of members, 
the number varying with the location and the local needs. The secretary and 
the members were normally all postal employees, performing information and 
examining functions by authority delegated to them as an examining board 
by the Civil Service Commission, but they had no authority to schedule or rate 
examinations. 

In all but the largest communities these civil service functions are performed 
on a part-time and intermittent basis, or in connection with regular postal duties 
such as those of a window clerk. Therefore it would be difficult to establish 
the exact cost to the Post Office Department of rendering this service. It has 
always been certain that this method of furnishing information and monitoring 
examinations provides this service at a very small fraction of the cost to the 
Government as a whole of maintaining separate civil service offices in each 
locality. 

In the largest cities the volume of civil service work has been sufficient to 
require several full-time postal clerks. It is estimated that the 75 largest 
cities have required an average of 3 clerks each for these duties. At an average 
annual salary of $5,000, each of these post offices has therefore spent an average 
of $15,000 annually for this purpose, for an estimated total of $1,125,000 of 
identifiable expense for these 75 largest cities. 

This arrangement had become unsatisfactory to the Post Office Department. 
Despite the major contribution it was making to provide civil service examina- 
tions to the public for Government agencies generally, the Post Office Department 
was increasingly unable to get examinations held and rated often and promptly 
enough to meet its own recruiting needs. By 1957 60 percent of all new postal 
appointments were temporary appointments of untested applicants. Only 40 
percent of its vacancies could be filled by career appointments of eligibles qual- 
ified on a civil service examination. This situation was hurting the service in 
several ways. 

It was destructive to both efficiency and morale. Many temporaries hired 
without examination were not fully competent. Even competent temporaries 
could not do their best work while necessarily looking for more stable employ- 
ment. It was wasteful to invest the major part of our training effort in purely 
temnorary employees. 

The Post Office Department therefore reached an agreement with the Civil 
Service Commission in 1957 whereby the boards of civil service examiners in 
selected key locations were delegated authority to schedule, announce, and rate 
civil service examinations for local postal positions, chiefly substitute clerks and 
substitute carriers. 
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Sixty such boards are in operation. Most of these boards, located at popula- 
tion centers, also serve smaller post offices in a surrounding area. 

It is our conviction that this additional cost will actually result in a net 
economy through increased efficiency, decreased turnover, and less loss in train- 
ing and re-training essentially transient employees. For example, before the 
board at Baltimore was authorized to schedule and rate examinations, appli- 
cants experienced delays of many months before being examined and rated. As 
a result the better qualified applicants lost interest and were lost to the postal 
service. Less than 7 percent of applicants actually examined were able to at- 
tain eligibility. The Baltimore board now holds examinations weekly, with the 
result that the percentage of competitors achieving eligibility has more than 
doubled. The corresponding improvement in the quality of new hires is equally 
apparent, 


INCENTIVE AWARDS PROGRAM 


Mr. Gary. What are the costs in fiscal 1958 of the suggestion 
awards program? We would like to have both the cost of administer- 
ing and the cost of the awards. We would like the estimated cost for 
1959 and 1960. 

Mr. Lyons. We will furnish that for the record. 

(The information requested follows :) 


In fiscal year 1958, expenditures for incentive awards amounted to $102,401 
with dollar-value benefits to the Department estimated at $4,027,228. Experi- 
ence to date in fiscal year 1959 indicates an 11 percent increase in expenditures 
or costs approximating $117,999 for the fiscal year. This increased activity, of 
course, means increased dollar-value benefits to the Government. 

Assuming an increased rate of participation and adoption equal to that from 
fiseal year 1958 to fiscal year 1959, the estimated awards for fiscal year 1960 
will be $130,978. 

The cost of administration of the incentive awards program in terms of sal- 
aries for fiscal year 1959 will be $334,465. For fiscal year 1960, this figure will 
increase slightly to an estimated $336,500. 


RATIO OF SUPERVISORS TO WORKERS 


Mr. Gary. Mr. Lyons, is it not true that the ratio of supervisors to 
workers has increased as your reorganization in the field has pro- 
gressed ¢ 

Mr. Lyons. I do not believe that is correct, Mr. Chairman, but the 
field reorganization figures are in the Bureau of Operations. 


EMPLOYEE UNIONS 


Mr. Canrie.p. Mr. Lyons, will you tell us briefly what your and 
the Department’s relations with the employee groups and their chiefs 
are at this time ? 

Mr. Lyons. As you know, Mr. Canfield, there are 13 employee 
organizations representing postal employees. I should describe our 
relationship with the heads of these organizations as excellent and 
greatly improved over our relationship at the time that we had some 
controversy over the enactment of Public Law 68. 

That statement does not mean that we always agree with the heads 
of those employee organizations, but we do consult with them, and I 
have been particularly pleased with their reaction to the appointment 
of a special assistant to me for employee relations. They have ex- 
pressed in writing their own appreciation of that fact and have indi- 
cated to me repeatedly during the last 6 months that they felt they 
were, in general, in good relationship with the Department. 

37175—59——11 
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Mr. Canrietp. Who is your new assistant, Mr. Lyons? 

Mr. Lyons. Mr. James Sullivan, who was regional personnel man- 
ager for the Washington region, and who had considerable previous 
experience both as a representative of labor and a representative of 
management. 

Mr. Canrietp. You have previously told us about the loyalties of 
your working force. 

Mr. Lyons. Mr. Canfield, we have some 543,000 employees and I 
know of no group that in general has a greater loyalty to the Govern- 
ment or a greater dedication. 

It is true there are a few bad apples in every group, and with over a 
half million we do have some employees whose suitability we have 
questioned on security grounds and in fact suspended from the service, 
but were forced to restore them by the Supreme Court decision. Those 
in particular were in New York. 

Mr. Canrtetp. That was a small number in comparison to the total? 

Mr. Lyons. Very small. 


EMPLOYMENT OF REGULAR EMPLOYEES FOR OVERTIME WORK 


Mr. Canrietp. You presented to us in earlier testimony your Christ- 
mas story, your accomplishments during the past Christmas season. 

Mr. Lyons. Excuse me, I believe that was Mr. McKibbin’s statement 
that. mentioned the Christmas season. 

Mr. Canrrevp. I was going to ask a question about personnel. Did 
you follow out your policy of employing the regular employees where 
thev were willing to work overtime? 

Mr. Lyons. Yes, sir. Wherever the postmaster felt that he could 
accomplish the work and pay overtime rates at no greater cost than 
by hiring extra personnel, he did so and the employee organizations 
found this method to be very satisfactory. 

Mr. Canrtexp. It does effect efficiency and overall accelerated accom- 
plishment, does it not, using these men when they are available? 

Mr. Lyons. Within reasonable limitations of the number of hours 
of overtime put in, the results generally have been better by using the 
more experienced people. 


INCENTIVE AWARDS PROGRAM 


Mr. Canrtexp. The chairman has asked you a question about your 
suggestions and incentive awards program. That is under your juris- 
diction, is it not ? 

Mr. Lyons. Yes. 

Mr. Canrretp. Will you elaborate on that a little bit. Personally 
I am pleased to see we have now and then a very interesting story of 
some carrier or clerk who has performed some feat outside the line 
of duty and been rewarded by some action on the part of his Gov- 
ernment. This committee down through the years has been pro- 
moting a program of this kind. I would like to have you tell us 
something about how it is working out. 

Mr. Lyons. You might recall that I mentioned in my general state- 
ment that we were particularly gratified by results during the last 
fiscal year of this program. We were particularly glad to see the 
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quality of suggestions improve. We feel that just an increase in the 
number of suggestions does not necessarily indicate a good program, 
but an increase in the number adopted does, and we found at the close 
of fiscal 1958 that the number of suggestions was up 21 percent from 
the previous year and that adoptions were up 438 percent. an 

We have also used the incentive awards program to encourage higher 
level performance, and I believe the Assistant Postmaster General for 
the Bureau of Finance mentioned the fact that in the money order 
center we were now up to date, and I was informed that payment of a 
few incentive awards a year ago was instrumental in increasing the 
production there. I believe Mr. Gillette gave a second series of awards 
just in the last few months at a dinner celebrating the fact that they 
were up to date. 

Mr. Canrretp. What is your top award? How far can you go in 
rewarding an employee for something extraordinary? What is your 
top award ? 

Mr. Lyons. We are controlled by the same law as al] other depart- 
ments of the Government, Mr. Canfield. We can go to $5,000 and 
then there can be a Presidential award as high as $25,000, but that 
has to be approved by the Civil Service Commission. It is specified 
in the Incentive and Awards Act which I believe was passed 3 years 
ago. 

Mr. Canrietp. Do you recall some particular award you can tell 
us about at the moment, something very worthwhile? 

Mr. Lyons. I recall one award of $1,860 not very long ago in the 
Congressman’s State of New Jersey to a postal employee resulting 
from a suggestion which he made for using pressure-sensitive bands 
for local and out-of-town mail separations by patrons. 

Mr. CanrFievp. That is all. Thank you. 

Mr. Passman. Thank you, Mr. Chairman. I want again to com- 
mend the Post Office Department for doing an excellent job. I be- 
lieve also that no segment of the Government has employees who 
work any harder to earn their pay than do the postal employees. 
However, I should like also to state for the record that I do not think 
postal employees should endeavor to leave Members of the Congress 
or members of the community under the impression that they are 
doing their Government a favor to work for it. I do not think they 
are particularly favoring their Government by accepting these good 
paying jobs. 

COST OF EMPLOYEE HEALTH PROGRAM 


With reference to the bill mentioned earlier providing health insur- 
ance for Federal employees, as it would apply to the postal employees: 
Have you had an opportunity yet to check into what the cost would 
be to our Government per employee ? 

Mr. Lyons. We have not as yet had that opportunity, Congressman, 
because the bill has not been sent over for analysis as yet and has not 
been costed out by the Bureau of Finance. It will be very high. I am 
sure of that. 

Mr. Passman. Have there been similar bills in the past concerning 
which you have had an opportunity to check on the cost ? 

Mr. Lyons. I believe not. 
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Mr. Passman. You mentioned that the cost would be high. Would 
you care to make a statement as to approximately what you think it 
would cost per employee ? 

Mr. Lyons. I could get that statement for the record if you would 
allow it, Congressman. 

Mr. Passman. Yes. 

Mr. Lyons. I do not have the figures in mind. 

Mr. Passman. If you would get the statement for the record, as to 
approximately the cost per employee, the number of employees in the 

ost Office Department, and what the total cost would be to the Depart- 
ment, in the event this proposed bill should be enacted into law, then 
those of us who are interested in the total cost to the Government, as 
it applies to all Federal employees, would have a reasonable basis for 
estimates. To say the least, it would probably go into tens of millions 
of dollars if applied to the entire Government. 
Mr. Lyons. Yes. 
(The information follows :) 


ESTIMATED Cost oF H.R. 208 


We have not had the opportunity to analyze the effects of H.R. 208 which 
would require the Federal Government to pay two-thirds of the cost of basic 
health insurance and all of the major medical costs for employees requesting 
coverage. This bill does limit payments by the Federal Government to $2.50 
for single plans or $7 for family plans each biweekly pay period. Employees, 
however, would have the option of participating in any of many different plans 
available, each with a different premium rate. 

Based on the assumption that 90 percent of all eligible employees would par- 
ticipate and that the Civil Service Commission would except temporary limited 
pon nga from coverage, approximately 459,000 postal employees would be 
covered. 

Without specific knowledge of the costs of premium plans employees will 
accept, it is presumed that most will seek maximum coverage and therefore the 
Federal Government will be required to pay the maximum allowable of $2.50 
for those with single plans and $7 for those with family plans each biweekly 
pay period. There would be considerable additional costs for administering 
the plan and providing payroll deductions. The total costs based on assump- 
tions, all of which may not be borne out as the effects of this proposed bill are 
known, would appear to be in the neighborhood of $93 million per annum for 
the Post Office Department alone. 


TERRITORIAL LIVING ALLOWANCE 


Mr. Passman. I should like for the record to be clear that I was 
not criticizing the Department when I spoke of the Territorial al- 
lowance for Alaska; that is the law, and you did not make the law. 
The Congress made the law. 

I was merely trying to look into the future and determine whether 
we could start saving a little money, rather than to continue putting 
out money. It seems the request for money is greater each year be- 
cause the people back home are demanding greater services. I hope 
somewhere we can find something in which we are able to effect a 
little savings. That is what I was trying to say regarding Alaska, 
that eventually we may be able to have a substantial savings there. 
As it grows and develops as a State, it may be that Alaska will 
eventually reach a standard similar to the ecthioie and Eastern 
States. 

I think that is all at this time, Mr. Chairman. 
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Mr. Pit1ion. Mr. Lyons, you say that the Territorial cost of living 
bonus in Puerto Rico is 1714 percent on top of the normal salary that 
is paid in the United States for your employees in Puerto Rico 

Mr. Lyons. Yes. 

Mr. Prison. In Hawaii it is 20 percent on top of the normal 
salary ? 

Mr. Lyons. Yes, sir. 

Mr. Prtut0on. In Alaska it is 25 percent ? 

Mr. Lyons. That is correct. 

Mr. Prtui0oN. As my colleague has brought out, there are variations 
in the cost of living in the United States such as between perhaps 
Louisiana and New York State, but there is no compensating bonus 
in that case in the United States between one area and another where 
the cost of living may vary greatly ? 

Mr. Lyons. There is not. The postal field service salary schedule 
is a national schedule and it pays the same salaries for the same length 
of service and same occupations in all areas of the country. 

Mr. Pitu10Nn. Now, then, on top of that, there being no differential 
because of the cost of living in the United States, there is another 
item in which there is a further differentiation by reason of this 
bonus pay to these territories and that is that these bonuses are tax- 
free. Ordinarily, they would be a portion of your income that would 
be subject to tax, so therefore, based upon a 20 percent income tax, 
when you say that Alaska enjoys a 25 percent cost-of-living bonus, 
actually you add 20 percent more of that 25 percent so that it becomes 
a 30 percent differential rather than a 25 percent differential. Is that 
not a pretty correct statement ? 

Mr. Lyons. That is correct, assuming that the average income tax 
is 20 percent. Of course, that would vary with the size of the family 
and other factors. 

Mr. Pitut0Nn. That is right. 

Is there a cost of living bonus also paid to employees, say, in the 
Panama Canal Zone? 

Mr. Lyons. The Canal Zone has a salary structure of its own. 

Mr. Prtxt0N. Is there a cost of living bonus paid to the employees 
in the Virgin Islands, do you know ? 

Mr. Lyons. Yes. 

. Mr. ees Is there a cost of living bonus paid to employees in 
amoa ? 

Mr. Lyons. I believe not in Samoa. The number we have in the 
Virgin Islands is negligible. That is the reason I mentioned only 
Puerto Rico, Hawaii, and Alaska. 

Mr. Priuion. In the Territory of Guam, is there a cost of living 
bonus? Is there any in the trust territories in the Pacific? 

Mr. Lyons. I believe not. 


EMPLOYMENT IN ALASKA 


Mr. Pitxion. Mr. Lyons, could you tell us how many vacancies you 
have in Alaska that are not being filled in any particular category 
that you may want to mention ? 

How many jobs do you have up there that remain unfilled because 
you donot have people to take them ? 
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Mr. Lyons. I cannot offhand give you numbers, but in Alaska we 
have a constant recruiting problem. 

Mr. Piiuron. I understand that. 

Mr. Lyons. And the turnover up there is quite substantial and the 
postal service is existing largely by virtue of the employment of tem- 
poraries, many of whom have other employment in addition to their 
postal service employment and it is not a satisfactory condition from 
the standpoint of the Department. The recruiting and administration 
of the Alaskan postal setup is directed by the Regional Operations 
Director at Portland and periodically we receive reports from the 
regional personnel manager setting forth the difficulties which they 
are having in retaining employees in most of the cities in Alaska. 

The Civil Service Commission has been compelled to permit the 
department to hire employees there who are saatip to pass the civil- 
service examinations simply because of our difficulty in obtaining 
career employees in that area. Obviously, where you have not only 
Department of Defense installations that are controlled by the Depart- 
ment of Defense, but numerous large contractors operating for the 
Department of Defense, without restrictions on the amount they can 
pay to obtain the necessary labor, it causes an artificially high salary 
structure and going wage rates for the area. 

We have looked those up and discussed them with the Department of 
Labor many times. They have available going rate figures for Alaska, 
and our wages there, even with the 25 percent, are not competitive. 

Mr. Pinion. Well, the rapid turnover or the large turnover is nor- 
mal for Alaska, is it not? They have a fisheries seasonal situation, 
and the construction situation is quite seasonal. They have thousands 
of people who come in there just for the summer months and leave 
again and go back to the Northwest. 

Mr. Lyons. We have that same situation in many resorts in conti- 
nental United States, but we do not have the turnover that they do 
in Alaska. People change jobs there because they are offered higher 
wages somewhere else. 

Mr. Pittion. Yes. The Defense Department, with its construction 
program of a couple of hundred million dollars a year, I suppose, 
makes it quite competitive so far as labor is concerned. 

Mr. Lyons. I think most of you realize that Alaska is terrifically 
large geographically, but the amount of available labor is extremely 
small in proportion to the area, and we have to maintain postal facili- 
ties in almost every village in Alaska in the same manner that we do 
in continental United States. 


PERSONNEL SUSPENSIONS IN NEW YORK OFFICE 


Mr. Prtut0n. Mr. Lyons, did you have a serious case in New York, 
here, recently, which involved a number of Communists in New York? 

Mr. Lyons. The Chief Postal Inspector spent several years on an 
investigation there which resulted in the suspension of a number of 
employees who were described as security risks. 

Those employees appealed to a board, and the board, composed of 
personnel outside of the Post Office Department, unanimously upheld 
the action of the Department in most of the cases. 

Mr. Priuton. Do you know what board that was? 

Mr. Lyons. Mr. Stephens can probably give you the name of it. 
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Mr. Stepuens. I would like to say for the record that these in- 
dividuals were suspended under the terms of the Security Act appli- 
cable at that time. Under the published procedure of the Depart- 
ment, these people were cited in formal charges. They replied to 
charges and then following action by the Post Office Department, they 
asked for a hearing before a three-man board. 

Mr. Pruron. Is this all within the Department ? 

Mr. Sreruens. No, sir; the board is composed of representatives 
of three other agencies of government. This board took testimony 
from the Government and from the employees. Subsequently these 
employees — for and were granted restoration to their posi- 
tions and back pay of quite some thousands of dollars, following the 
decision in Cole v. Young. 

Mr. Gary. They should have appealed to the Supreme Court of the 
United States. 

Mr. Pitiion. Based upon that case you are talking about, there was 
a U.S. Supreme Court decision, and based upon that decision, these 
men were reinstated and the back pay returned to them, is that correct ? 

Mr. STEPHENs. That is correct. 

Mr. Gary. How many were there of them ? 

Mr. Pinion. Six. 

Were these men affiliated or associated or in general control of any 
unions of post office employees within the New York City area, Mr. 
Stephens? 

Mr. Sreruens. I think without exception these employees were 
members of the local clerk’s union and some were, either at the time 
of their dismissal or previously, officers of the local union. 

Mr. Prtuton. Actively engaged, I suppose, in agitational propa- 
ganda work along with their union activities ? 

Mr. STEPHENS. Our evidence indicated they were in violation of 
the terms of the Security Act. 

Mr. Prtyton. And these men are still working today ? 

Mr. SrerHens. Some are, yes, sir. 

Mr. Lyons. In fairness to the National Federation of Post Office 
Clerks I should like to point out that these men have opposed the 
national officers of the organization and were active only in the New 
York City local. The National Federation since has appointed a 
trustee to run the affairs of the local union in New York. A separate 
union has been formed there outside of the National Federation of 
Post Office Clerks, AFL-CIO, and is operating as an independent 
union. 

Mr. Prtxton. I meant no reflection upon unions as a whole because 
I think the unions have a better understanding of communism than 
some of our industrialists and big businessmen have shown of recent 
date so far as understanding communism is concerned. 

I yield to the gentleman. 

Mr. Passman. How many postal employees are there affiliated with 
the new independent union outside the regular postal organization ? 

Mr. Lyons. Congressman, we have no means of knowing. They 
claim several thousand. I do not know how true that claim is. 

Mr. Passman. It is alarming, when people who are guilty of sub- 
versive activities, who belong to a Communist organization, or are 
fellow travelers, that the Department, as the result of a Supreme 
Court decision, has to reinstate them. 
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I thank the gentleman for yielding. 

Mr. Pitxi0on. I might say this Congress, the Attorney General, 
the President, everyone knows, that the Communist Party is part of 
an international conspiracy, with one exception, that of the Supreme 
Court of the United States. They still do not know it. 

Mr. Gary. Is the new union run by the group that were discharged 
under the Security Act? 

Mr. Lyons. Mr. Chairman, they appear to have a considerable 
influence in the new organization, but I should not infer from that 
that by any means all of the personnel that have joined this splinter 
group are in any way involved. There are many loyal, excellent 
employees who have joined the splinter group, also. 

Mr. Passman. What reason did they give for leaving the regular 
organization, which had been in effect for so many years and had 
protected their rights and performed such great service in behalf of 
the postal employees? 

r. Lyons. They were dissatisfied with the national leadership of 
their organization in Washington and they were dissatisfied with the 
voting methods that are in effect under the National Federation’s 
constitution. 

It should be understood that in a number of large offices, groups of 
employees have in effect seceded from their national union and joined 
an independent organization and certainly by no means would I want 
to cast any reflection on their loyalty or anything other than the fact 
that they are engaged in a rather bitter controversy with the National 
Federation’s officers. 

Po PassMan. Is the new splinter group affiliated with the AFL- 

Mr. Lyons. No, sir. 

Mr. Passman. Is it affiliated with any accredited labor union that 
we recognize on a national level ? 

Mr. Lyons. No. 

Mr. Piution. You have a rather peculiar situation in which you 
have men employed in your Department whom you would not employ, 
as I understand it, if you had your own way about it. What law is 
there to prevent you from firing and discharging these men whom you 
know to be subversive, anti-American and anti your Department, and 
who are there primarily for the purpose of agitating and for creating 
disturbances, creating troubles and generally to see that the U.S. 
Government gets the worst possible deal it can in any possible endeavor 
it may have? What regulation is there, and what law is there, that 
prevents you from firing these men when you find this situation? 

Mr. Lyons. They were suspended under an Executive order of the 
President which is administered by the Chief Postal Inspector in our 
Department. 

The Supreme Court held that the Executive order applied only to 
positions which were sensitive. The rank and file positions in the 
post office, for example, are not considered sensitive positions. 

“Ty Pitui0on. In other words, you are not able to fire these men at 
will ? 

Mr. Lyons. No, sir. 

Mr. Gary. The specific answer to your question, Mr. Pillion, is, the 
same law which is forcing us to integrate our schools in the South. 

Mr. Prtuton. Yes. I appreciate that. 
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Mr. PassMan. Would the gentleman let me indicate that I was 
present, and if that was a motion, I would have seconded it? 

Mr. Pituton. Yes. 

A situation where a department cannot discharge or fire an em- 
ployee arises. Is that because civil service laws require certain pro- 
cedures for the dismissal of these men ? 

Mr. Lyons. No. That is not because of civil service regulations in 
that particular case. Maybe the Chief Inspector might clarify the 
actual workings of this. 

Mr. SterHens. Congressman; these men were removed under the 
criteria of the security order and on evidence which was sometimes 
classified and confidential. 

Under the normal civil service rules applying to, say, for instance, 
suitability, the employees would have been furnished, perhaps, the 
source of adverse information. 

Mr. Priuton. I recall that case, too. 

Mr. Stepuens. Under the Supreme Court ruling we find ourselves 
today without any security law with which to treat these cases which 
are identified as nonsensitive with respect to classifications. 


OVERTIME WORK OF REGULAR EMPLOYEES 


Mr. Puuton. Mr. Lyons, Mr. Canfield referred to an area that I 
might ask one or two questions about. 

You have a limitation upon the number of hours an employee may 
work ina week? Is astandard week 40 hours? 

Mr. Lyons. The normal workweek for regular employees is 40 
hours by law. Where an employee works on Saturday or Sunday, ex- 
cept in December, he must be given a compensatory day off in the 
following week. 

Substitute employees have no specific limitation on the number of 
hours in a week which they work, but the Bureau of Operations has 
urged, except in cases of the most dire emergency, that substitute em- 

loyees not be given in excess of 48 hours and generally, if possible, 
held to approximately the 40 hours that regular employees work. 

Mr. Pruuion. The reason I ask that is this: That in the Buffalo 
area in the post office we have any number of people who are working, 
say, for the Buffalo Police Department, for the Buffalo Fire De- 
partment, working 8 hours, who find themselves unable to meet their 
requirements with their salary. They go over to the Post Office De- 
partment to work and, of course, that means that you have a man 
between his shifts who may use 2 hours getting from the police depart- 
ment over to the Post Office Department, work 2 hours there, and 2 
more hours to go home, so it is an inefficient operation. 

I have often thought that it would be a lot better if that man 
could work a few additional hours right in his own department, 
where he is experienced and knows his job and where he could pick 
up a few dollars, because every family has different requirements. A 
family may have a child or two going to college. He may want to 
work a little bit more in order to send that child, perhaps, to college, 
and a person like that with those needs, and the ambition to work, 
should be given the opportunity to work just a little bit longer in the 
department that he is best suited for, should he not? What I am 
trying to say is this: Why would it not be good for the morale of 
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your organization to permit certain employees to work 48 hours— 
not the substitutes, but regular employees—48 hours a week, if he 
felt he wanted to do that to earn a little extra money? Why would 
that not be good for morale, rather than let substitutes work these 
long hours but not the regular employee? 

r. Lyons. At the time Public Law 68 was enacted the Post Office 
Department requested authority from the Congress, when the needs 
of the service required, to employ regular employees 6 days a week, 
You understand we are now permitted by law to employ regular 
postal employees an extra 2 days a week during December, but in the 
other 11 months we must give them the compensatory time. 

The postal employee organizations opposed that provision and ex- 
pressed the strong feeling that 40 hours a week were adequate and 
that the spread of additional employment which results from hold- 
mete a 40-hour week was desirable. 

r. Prtion. The unions are opposed to it, then ? 

Mr. Lyons. They were at that time. 

Mr. Pitxi0onN. Thank you, Mr. Chairman. 

Mr. Gary. Mr. Conte? 


PAY DIFFERENTIAL IN ALASKA 


Mr, Conte. Mr. Lyons, now that Alaska has been granted state- 
hood, will the postal employees still receive a 25 percent bonus? 

i “rt Lyons. We are informed that that is not affected by the state- 
ood. 

Mr. Conte. It has affected all the other Federal employees up there, 
has it not? 

Mr. Prtxut0Nn. I believe not. 

Mr. Conte. I have read in the paper where special bonuses were 
cut out for Federal employees in Alaska. 

Mr. Lyons. I am not aware of that. The Bureau of the Budget has 
examined the law under which this cost-of-living allowance is greater 
and of course it affects all of the departments of Government, not just 
the Post Office Department, and it has expressed the opinion that the 
cost-of-living allowance will not be affected by statehood. 

Mr. Conte. You cannot give a cost-of-living allowance to postal 
employees in any of the other 48 States; can you? 

Mr. Lyons. No, sir. 

- one Contr. How can you justify it in Alaska, now that Alaska is a 
tate? 

Mr. Lyons. As I understand it, Alaska is specificallv specified in 
the law, by name “Alaska.” 

Mr. Contr. That is interesting. 


HEALTH INSURANCE PLAN 


Mr. Lyons, I have been asked by postal employees this past weekend 
when I went home about an accident-health insurance program. Is 
that in this postal budget? 

Mr. Lyons. No, sir. 

Mr. Conte. There is no estimate for that ? 

Mr. Lyons. No, sir. The Department does not attempt to antici- 
pate legislation in preparing its budget. 
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Mr. Conte. That will be through legislation ¢ 

Mr. Lyons. That is the only way it could be. If it is made law, 
then the Department would be compelled to request supplementary 
appropriation to pay for it. 

Mr. Conte. No further questions, Mr. Chairman. 


TRAINING FILMS 


Mr. Gary. How and by whom are your training films produced? 

Mr. Lyons. Mr. Chairman, we produce the great majority of our 
training films with a small staff of three people that are part of the 
Bureau of Personnel headquarters organization. We have oc- 
casionally acquired a film, as was the case with the first major one, 
“The Window Clerk and the Public,” using the facilities of the 
Department of Agriculture photographic setup. 

eos that time, while our films are somewhat amateur as compared 
to . finished production, we have been making them with our own 
staff. 

Mr. Gary. How are they used in the training program? 

Mr. Lyons. They are sent out to the regional training officers, who 
in turn distribute them to the large post offices and they are moved 
from one office to another as the particular phase of training is 
completed. 

Mr. Gary. What is the cost of the filmed part of the pro q 

Mr. Bruce. The estimate of the 1960 budget under the Lt of 
Facilities, $131,000. 

Mr. Gary. Tell us about 1959. 

Mr. Bruce. The cost of film in 1959 is $100,000, estimated. 

Mr. Lyons. Mr. Chairman, I believe the figures given to you include 
films made for the engineers in connection with the mechanization 
program, as well as our strictly training film. 

Mr. Bruce. That is correct. 

Mr. Lyons. I can furnish you a breakdown on the part of the 
sum, Mr. Chairman, if you wish. 

Mr. Gary. Please insert that in the record. 

Mr. Lyons. Yes, sir. 

(The information follows :) 

The estimated cost of training films for fiscal year 1960 is $48,000. This 
includes skills training films which will show the proper methods of handling 
schemes, schedules, routing, and dispatching; a film on measuring mail volume 
and films on safety to be purchased commercially. This estimate does not 


include the films and photoprints required by research and engineering for use 
in developmental work. 


CONTRIBUTION TO UNIVERSAL POSTAL UNION 


Mr. Gary. How is the U.S. share of the cost determined in our 
participation in the Universal Postal Union ? 

Mr. Gitetrr. I think, Mr. Chairman, we will have to furnish that 
information for the record. : 

Mr. Gary. If you will, and also the Postal Union of the Americas 
and Spain, and the Air Coordinator Committee. 

Mr. Gittetre. We will supply that information. 
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(The information follows :) 


Manner or Computine U.S. ConTRIBUTION TO THE UNIVERSAL PostaL UNION 


Article 20 of the Convention of the Universal Postal Union reads as follows: 
“ARTICLE 20 


“EXPENSES OF THE UNION 


1..Each Congress decides on the maximum figure for the ordinary annual 
expenses of the Union, including the operating costs of the Executive and Liaison 
Committee and the Consultative Committee on Postal Studies. Those expenses, 
as well as the extraordinary expenses resulting from the meeting of a Congress, 
Conference, or Special Committee, and the expenses which might result from the 
special tasks entrusted to the International Bureau, are shared by all the 
countries of the Union. 

“2. For that purpose, the member countries are divided into 7 classes, and 
contribute toward the expenses of the Union in the following proportions: First 
class, 25 units; second class, 20 units; third class, 15 units; fourth class, 10 
units; fifth class, 5 units; sixth class, 3 units; seventh class, 1 unit. 

“3. In case of a new admission, the Government of the Swiss Confederation 
determines, by mutual agreement with the government of the country concerned, 
the class in which the latter is to be placed for the apportionment of the 
expenses.” 

The United States is in the first class with a contribution quota of 25 units. 
The Territories and possessions of the United States are in the third class with a 
quota of 15 units, hence the total U.S. share is 40 units. 

The total expenses of the Union for calendar year 1958 were $413,736. The 
expenses are shared by 98 members of the Union, representing a total of 928 units. 
The total expenses divided by the number of units makes a unit value of $445.84. 

The United States share totals 40 units or $17,833. This is 4.31 percent of 
the total expenses of the Union. 

A similar system is in effect for the contributions to the Postal Union of 
the Americas and Spain. 


Mr. Gary. Are there any further questions? 

Mr. Canrietp. Mr. Lyons, in your administration, do you have any- 
thing to do with the conduct of postmasters in the receiving of, and 
action on service complaints? 

Mr. Lyons. No, sir. 

Mr. CanrieLp. That would come under operations? 

Mr. Gary. Next, we will take up the field inspection service, 


TRAVEL 


Mr. Guettr. Mr. Chairman, before we leave “Executive and Ad- 
ministrative Direction,” Mr. Sponsler has asked if he might correct a 
statement that he made before this committee this morning in answer 
to a question by Congressman Conte. 

Mr. Sronster. In attempting to correct what I originally gave as 
an answer to Congressman Conte’s question, I said that the travel 
expense item included regional employees. I should have limited that 
to only those regional employees who were called into headquarters 
for temporary duty. That is the accurate statement. 

Mr. Gary. Mr. Stephens. 


Fretp INsrectTion SERVICE 


Mr. SterHens. Mr. Chairman, gentlemen, the account now before 
you is described on pages 114-121 in the justifications. 
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Mr. Gary. I do not think we need all that in the record. We will 
insert pages 114 and 115 at this point in the record. 
(The pages referred to follow :) 
INSPECTION SERVICE (FIELD), INcREASE $559,000 


Analysis of obligations 





Item 





Average number of positions: 
Inspectors 907.0 912.8 
Clerks 407.4 413.5 





$8, 331 $9, 049 
5, 316 5, 704 





Salaries (01): 
Inspectors $7, 556, 124 | $8, 260, 257 
Clerk 2,165,809 | 2,358, 628 


Subtotal 9, 721,933 | 10, 618, 885 
Travel (02) -_ 

Household goods and effects (03) 

Communications (04) ....------- 

Photographs, cuts (06) 

Group life insurance (07) 

Chemical and other investigations (07) 

Expert services (07) 

Test materials (08) 

Contribution to retirement fund (11) 

SOLE NE AOD orden eccqnenasheecnaGu quan 
Test money (13) 

Rewards 


Total obligations 11, 923, 914 | 13,033, 000 























Summary of accounts 





Increase or 
Account 1958 1960 decrease 





$8, 055, 315 $9, 230, 000 
2, 308, 2, 576, 000 
1, 491, 687 1, 716, 000 

50, 000 50, 


5 000 
18, 611 20, 000 
11, 923, 914 5 13, 592, 000 




















ARREARAGE IN WORK 


Mr. Sreruens. Mr. Chairman, gation, my opening statement 


covers in considerable detail the alltime peak of activity experienced 
in the Inspection Service in the past year. It is not my purpose to re- 
peat here this earlier testimony, but I do feel there is a responsibility 
and that it is quite important I mention again the condition with 
respect to arrearage of work which has been with us for a long time, 
and which is becoming more critical. 

Our programs have increased in proportion to the increase in popu- 
lation. The criminal offenses which are confronting the postal serv- 
ice are on the increase and our experience in those cases is similar to 
that of other law enforcement, and investigative and inspection activi- 
ties, and I notice frequently cited by them in support of justifications 
for increases. 
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Mr. Gary. What is embraced in Field Investigation Service? 

Mr. Sreruens. A wide variety of matters, Mr. Chairman. 

Mr. Gary. Is there anything else in it except the Inspection Service? 

Mr. Steruens. No, sir. 

Mr. Gary. Do the field service officers come into that ? 

Mr. Srepuens. No, sir, they come into the “Regional operations” 
account. 

Mr. Gary. Then the Field Inspection Service is your department? 

Mr. Steruens. Yes, sir. 

Mr. Gary. The inspectors? 

Mr. StePHens. Yes, sir. 

I feel that it can and should be stated in fairness that the arrearage 
in work certainly does not reflect any lack of diligence on the part of 
the field force, which does not come under the 40-hour-week law as 
applies to most field personnel. They are in a continuous employment 
status. They are very rigidly supervised with respect to the efficiency 
of their travel and to avoid any overlapping. I think that any 
analysis of the work arrearage that confronts us now can be attributed 
to the fact that we simply have not kept pace in our staffing with other 
increases and other demands. For the fifth year in succession we 
have an alltime high in postal arrests. 


WORKLOAD TABLES 


Mr. Gary. Do you have any workload tables? 

Mr. Steruens. We have a workload table as a part of the justifica- 
tion, Mr. Chairman. 

Mr. Gary. Where is that ? 

Mr. SterpHEns. Pages 119 and 120. 

Mr. Gary. We will insert pages 119 and 120 at at this point in the 
record. 

(The pages referred to follow :) 


INSPECTION SERVICE (FIELD) 
Exuisit B— Estimated workload for fiscal year 1959 





Unfin- Estimated | Estimated 
ished |Estimate total case- days Esti- 
Classification of investiga- | work on f cas load, in- | needed to mated 
tion and time hand crease (+) | complete man- 

June 30, or decrease work , years 
1958 (—) 1959 program 
over 1958 


(1) (2) (5) (6) (8) 





Service operating investi- 
gations: 

Methods and procedures 12, 828.8 | 101.0140 53.5 

Surveys , 85, 872.0 | 26.6270 358. 0 





Subtotal 98. 700. 8 XXNXX 411.5 





Manpower needs, city 
delivery, delay, and 
damage of mail, service 
for Armed Forces, 
Christmas mail------.-- 97% 10, 919 s 25, 151.5 

Rural and star route 1,748 , 02 4, 337.0 





Subtotal 3, 28 12, 667 29, 488. 5 








Audit inspections, lst class: 
First-class offices. -....--- 9% 3, 951 » 26, 465.8 
Stations and branches-_-- 3, 331 + 3, 639. 5 








Subtotal 7, 282 ; 30, 105.3 




















See footnote at end of table. 
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INSPECTION SERVICE (FiELp)—Continued 


Fxuisit B— Estimated workload for fiscal year 1959—Continued 





Unfin- Estimated | Estimated 
Estimate total case- days 
Classification of investiga- of cases load, in- | needed to 
tion and time to be crease (+) | complete 
issued or decrease work 
(—) 1959 program 
over 1958 


(1) (5) (6) 





Audit inspections, other: 

2d class offices, stations 
and branches.....-...-- 

3d class offices...-. 
4th class offices..-...- 
Federal buildings. - - 
Leased buildings... 
Vehicle service 


Subtotal 








Embezzlements, forgeries, 
and accidents: 
Embezzlement 
Money orders 
Motor vehicle accidents 
and property losses__. 


Subtotal 
Service depredations and 


burglaries: 
Service depredations: 








5, 692 
Parcels 03 1, 261 
25, 643 


32, 596 








Mail losses: 
Casualties 16, 987 8, 268. 8 
Registered and parcel 


post mail 5, 693 3, 396. 4 
Rewar 4 414 59 92.1 





Subtotal 23, 094 11, 757.3 


Fraud and other prohibit- 
ed mailings: 
Obscene, poisons, and 
explosives 8, 598 
Mail fraud 10, 054 








Subtotal 18, 652 








Personnel: 
Suitability, charges and 
instructions 11, 981 18, 104.9 
Confidential 205 623 28 5, 893. 6 
Personnel security 629 ¢ 895.8 





Subtotal 13, 233 : 24, 894.3 
‘ 


Questioned document 775.0 


Court work 6, 7F0.0 











Total for investiga- 
tions 371, 226.8 
Estimated days (years in 
col. 8) to be supplied by 
regular manpower 204, 490.8 





Exeess workload over 
available force 166, 735.0 








Excess workload over avail- 
able force 2 695.0 
Normal carryover 42.5 




















Balance, arrearage._-- 652.5 

















1 Jacketed again in fiscal year 1959 and included in col 4 . 
? Man-years. 
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Mr. SrepHens. I should like to tell you briefly, in connection with 
this workload table, that I believe it is unique in submissions of this 
kind in that it is based upon actual case records. These records are 
compiled with considerable work and they reflect the cases on hand 
at the beginning of the year, cases issued, cases closed, the average 
amount of time that is used on investigations of the various types, 
so that the arrearage, I feel sure you will find, is an accurate statement. 

The inspection of post offices and the audit of accounts, as made 
in connection with those inspections, has for long been regarded, I 
believe, by committees of Congress and by management as among the 
most important phases of our work, and it has been the experience 
that when it is delayed in any manner, or there is any interruption 
in programing, defalcations and other financial irregularities follow 
and there is laxity in the observance of administrative regulations 
and directives. The arrearage that we have now reflects this exact 
situation. 

Mr. Gary. In that connection, some mention was made of the New 
York cases a little while ago. You hada rather sizable case in Chicago 
recently, did you not? 

Mr. Sreruens. We have had a case in Chicago recently pertaining 
to allegations of irregularities in time records, timecards. The evi- 
dence indicated some falsification of time records for individuals who 
were absent from the post office. The investigation disclosed evidence 
against 51 persons who were discharged at one time. 

Mr. Gary. Has the Supreme Court passed on them yet? 

Mr. Srepnens. No, sir; and I feel these are cases which probably 
do not so far apply to any rulings of that nature. 

Mr. Gary. They were not subversive cases? 

Mr. Steruens. No, sir; they were not. 

I was going to add in connection with the inspection and audit 
program as such that while these reports—and they are comprehen- 
sive reports, reflecting an examination of possibly a hundred or more 
items in some of the larger offices—while they have always been 
regarded as important to management, a study of the use which has 
been made in recent years of these inspection reports indicated to us 
that they could be used to a greater extent by management than they 
have been. Incident to the regional reorganization within the past 
year or so, one of the factors that was stated in justification was that 
greater use would be made of inspection reports by management at 
the several levels so that field management could be informed of those 
areas where possible, on-the-spot administrative action was needed, 
and also those instances in which the administration was satisfactory 
according to published standards. It was believed that this system 
would relieve field management of much unnecessary travel, possible 
overlapping. We believe that it has accomplished much in that di- 
rection already and if I may refer to a directive recently issued by the 
Assistant Postmaster General, Bureau of Operations, the field forces 
were again urged to make greater use of these inspection reports, with 
a view to a better coordination of effort and to eliminate any, avoid- 
able overlapping of travel. For our part, we are concentrating on 
the inspection program, trying to make reports as completely de- 
pendable and accurate and professional as we can make them. It is 
an unfortunate fact that we are carrying over from year to year an 
increasing number that cannot be reached with the present force. 
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MONEY ORDER THEFTS AND FORGERIES 


I would like to call attention to the increase in money order thefts 
and forgeries, which increased 192 percent in 6 years. I believe mem- 
bers of this committee and others of the public are well aware of the 
increasing seriousness of the theft of mail from private mail recepta- 
cles. There is scarcely a community in the country that is safe from 
this organized crime. Last year we effected 3,160 arrests for this 
offense alone. 

A number of the cases related to the theft of bank statements, from 
which organized groups obtained information as to deposits, were 
able to copy the signatures of the depositors and thereafter draw 
checks to the full amount of funds on deposit. 

I would say that these cases require perhaps double the attention 
which we are able to give them at this time and yet we are trying to 
give them very specialized attention. Again because these groups 
travel widely, stay in one community only a-short period of time, 
possibly to return a month or two later, when identities are effected it 
becomes almost a nationwide problem of tracing their travel and 
effecting an apprehension. 

Normally when an apprehension is made offenses will be identified 
in as many asa dozen judicial districts. 

I mentioned in the opening statement, but feel I should repeat, the 
seriousness of the complaints which the Department is receiving to- 
day on the use of the mails to distribute obscene and pornographic. 
material. The number of complaints which are being received by the 
Department from parent groups and from educational and religious 
groups probably surpasses anything we have experienced along that 
line in the past. 

The prosecution of these cases has been very difficult largely be- 
cause the mailings have been made in a few of the larger cities where 
the courts have taken a very broad view of the definition of obscenity. 
Through the General Counsel and the Postmaster General, our com- 
bined efforts, further combined with those of the Attorney General, 
as you know, legislation was enacted last year which will now permit 
the prosecution of mailers at the point of. delivery. Quite a number 
of these cases are now awaiting action by the U.S. attorney or action 
has been started. 

We believe this is a program on which the public will continue to 
demand special consideration and it is one which will require much 
effort in the future. 

Since these matters have been mentioned in my earlier statement, 
I do not feel I should take more of the time of this committee. I do 
want to add that in spite of the situation confronting the Inspection 
Service, the amount of the increase shown on this chart, $559,000, 
represents largely matters over which we have no control—the step 
increases and other expenses which apply equally to the other ac- 
counts. 


ADDITIONAL POSITIONS 


There is in this amount provision for approximately 19 additional 
positions. Authority for the filling of 19 positions would be used to 
care for the most urgent vacancies, vacancies pertaining to areas 
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where we have been unable to give attention, and can no longer spread 
to cover. The number represented will, as you can see, be approxi- 
mately one man for two States. 

I would be glad to answer any questions. 


INCREASES REQUESTED FOR 1960 


Mr. Gary. Can you give usa breakdown of the $559,000 ? 

Mr. STEPHENS. The breakdown is on page 114. 

Mr. Gary. The largest item is salaries of inspectors, $378,296. 
That is for the additional inspectors you speak of ? 

Mr. Strernens. Out of that figure of $431,144, over half or $232,000 
is automatic step increases and longevity or similar expenses over 
which we have no control. 

In that figure over and above those fixed expenses is an item which 
would permit the employment of 19 additional inspectors or a com- 
bination of inspectors and clerks. 

Mr. Gary. What is that $35,000 for expert services ? 

Mr. Sreruens. The $35,000 for expert services is for use in medical 
fraud and similar investigations pertaining to the promotion of 
frauds offering worthless cures for cancer and other probably in- 
curable diseases. ‘They may also relate to preparations such as reduc- 
ing pills, transquilizers, certain vitamin tablets, many of which are 
widely advertised and sold and distributed through the mails, al- 
though proven on expert analysis to be worthless, or practically so. 

These experts are chemists and doctors employed by the Department 
of Agriculture who assist us on a reimbursable basis. 

Mr. Gary. Why is that step-up so sharp from $5,000 in 1959 to 
$40,000 in 19602 

Mr. SrerueEns. It has stepped up for the reason that we have a 
greatly expanded mail fraud program in process in which prosecu- 
tions in the past year were up 1214 percent. The number of mail 
frauds, schemes of various types being operated through the mail 
today are certainly at an alltime high. We receive many complaints 
from congressional sources daily, we have appeared before certain 
committees to give testimony with respect to the operation of ad- 
vanced fee, unordered merchandise, and similar schemes, and have 
expanded our program to meet the investigative attention needed on 
account of these complaints. 

This item of $35,000, as has been stated in the justification, is a very 
nominal sum considering that such examinations are frequently quite 
extensive, require testimony in court, and are economical beyond any 
arrangement we could se to provide for these analyses ourselves. 


On this item of private laboratory tests on page 121 we have tried 
to outline the basis for the $35,000. It says estimates from private 
laboratories indicate that the average cost of scientific tests for one 
major fraud is $5,000. 


TRAVEL 


Mr. Gary. How many employees in the field inspection service are 
in travel status? 

Mr. Sreruens. Mr. Chairman, we consider that all of the inspectors 
are essentially in travel status. We have clerks at division head- 
quarters who seldom travel, but other than that—— 
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Mr. Gary. How many days per year are they in travel status! 

Mr. StrpHens. They are in travel—I would have to research a little 
bit perhaps to break that down—but certainly well in excess of half 
of their time. 

Mr. Gary. What is the average travel compensation per day in 
travel status? 

Mr. Stepuens. The travel of inspectors, per diem expenses, are paid 
on the basis of actual expenses. In other words, we do not use a 
maximum flat rate per diem but have them claim only the actual 
amount expended. ‘That is $8.86 a day, average, this past year. We 
estimate there will be a slight increase in 1960, but in any event it 
will be the amount actually expended. 

Mr. Gary. How many moves of household goods and effects will be 
provided for under the budget request of $50,752 for Object Class 03 ? 

Mr. Sreruens. We are estimating 112 moves compared to 109 last 
year. In that connection we have a turnover in the inspection service 
of something like 10 percent a year, which, of course, is reflected in 
these moves for which we have to pay the expenses under the law. 

Mr. Gary. Do you provide moving cost for new employees? 

Mr. SrerHens. On the appointment of an inspector who is domi- 
ciled in an area distant from his home—and they invariably are—we 
pay the moving expenses, once, of household goods and pay for the 
transportation of the family. Thereafter we pay moving expenses 
only when the moves are arbitrary and justified solely as a move that 
is in the interest of the Government and not for the employee’s benefit. 


MAGNITUDE OF INSPECTION SERVICE 


Mr. Canrietp. In my appraisal of Government assignments I would 
say you, as Chief Postal Inspector of the United States, very definitely 
hold one of the most important jobs in Government. 

Mr. Steruens. Thank you verv much. 

Mr. Canrtetp. You are one of our top Federal police officers. Be- 
sides being Chief of the Inspection Service, with its many duties, you 
are called upon frequently to cooperate with the Federal Bureau of 
Investigation, the “T” men, notably those having to do with nar- 
cotics, Secret Service, State and local police, and you play an im- 
portant role in civilian defense. 

You tell us today that there has been a big increase in the popula- 
tion of the United States in the last 6 years and you tell us also that 
— offenses have increased tremendously during a like period 
ot time. 

I regret very much that a large part of your testimony today, 
page? up what may be described as new and onerous tasks that 

ave fallen to you, cannot be described in this record, necessarily be- 
— in certain situations they have to be held secret for the time 
ing. 

Is there any general statement that you could make considerin 
this workload that would not in any sense prejudice or injure the ef- 
forts you are making to stop some of this business which is hurtful 
to the integrity of the mails and to the taxpayers of our country? 

Mr. Srepnens. Mr. Canfield, I appreciate your comments and your 
question. The protection of the mails, of course, has always heed 
regarded as one of the great responsibilities of the Post Office Depart- 
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ment. We have always considered that the number of defalcations 
among postal employees was less than the average that would apply 
to any other group of people. After 39 years in the service, I still 
believe that to be true. 

Nevertheless, the service is big, its employees are many, the mails 
are used today to transport many things of value. The mails are used 
in merchandising and soliciting sales and remittances for sales to a 
greatly increased extent. Most families today, I believe, receive 
checks through the mail. They relate to income of various types 
including pension checks. 

With the increase in mail volume and the increase in population, 
changing transportation patterns, today we are unable to personally 
observe mail handling to the extent we once could, mails are exposed 
to depredation to an extent that was not formerly true. 

We find that prosecutions become more difficult, evidence has to be 
assembled with more care, subject to more attack as to its admissibil- 
ity than has ever been true. So criminal work and investigative work 
has become more difficult and more time consuming. 

With the activities of organized groups today who are forging 
checks, and have expert ability in passing them without question at 
various business places, we feel there has developed a very real respon- 
sibility to the American public to give greater attention to mail pro- 
tection than has been necessary in the past. So, I think it can be 
fairly said, and I think any inquiry will support the statement, that 
we are confronted with a serious situation with respect to arrearage 
of work which by law we are required to accomplish. 

Although we are asking for a small increase in this budget to meet 
this manpower situation, the need is nonetheless very real and I feel 
this committee is entitled to know these circumstances. 


SUBSISTENCE COST 


Mr. Gary. If the gentleman will yield, in response to my question 
a few moments ago, you gave as your average subsistence cost $8.86. 
I believe that is for the fiscal year 1958, the actual cost. 

Mr. Sreruens. Yes. 

Mr. Gary. You estimate $9.15 for 1959 and $9.45 for 1960. 

Mr. Steruens. That is correct. That was the previous year’s figure 
I gave originally. 


COOPERATION WITH BUREAU OF NARCOTICS 


Mr. Canrietp. Dr. Anslinger, when he appeared before us this time, 
repeated the testimony he gave last year to the effect that 43 percent 
of all drug addiction in the United States takes place in New York 
City. That we feel generally is tied in with crime, including thefts 
of mail and forgeries of checks, and so forth. Do you find you and 
your men have to spend a lot of time in that area? That is, because of 
that picture. 

Mr. SterHens. Yes. A majority of the individuals who are appre- 
hended for the theft and forgery of money orders, theft of checks 
and other items from mail receptacles, have narcotics records. We 
work very closely and have had a very effective relationship, we think, 
with the Bureau of Narcotics over many years and this exchange of 





179 


information today reflects problems just as you and Dr. Anslinger 
described. * 
SCREENING OF PERSONNEL 


In my earlier statement I mentioned that during the past holiday 
season we screened in the few days preceding the Christmas holidays 
in excess of 15,000 employees, or persons who had applied for employ- 
ment, from the rolls. All of these were either narcotics addicts or 
had other records for convictions for felonies, 15,000 plus. 

Mr. CanFieLb. These were applicants for Christmas period jobs ? 

Mr. Steruens. That is right. In addition to that, we arrested later 
128 persons for the actual theft of mail. Some of these were those 
who escaped the initial screening, others were regular employees on the 
rolls. 

MAILING OF EXPLOSIVES 


Mr. Canrietp. Chief, what can you tell us about persons with evil 
designs who might be sending through the mails explosives such as 
bombs? That is a fearful thing to contemplate, but we know it is 
done and we know that you and your men are on the job looking 
out for such happenings. What can you tell us about it ? 

Mr. StrepHens. Mr. Canfield, over the years we have had, periodi- 
cally, cases of the use of the mails for the mailing of explosives. Some 
of these have been very disastrous cases indeed. I can think of 
Wilkes-Barre, Pa., where several people were killed through the mail- 
ing of bombs addressed to abe go sate on Good Friday of 1936. 
Later at Easton, Pa., a bomb exploded in the post office and killed two 
employees and one of the officers who was assisting in the investigation 
and trying to dismantle one of the previously unexploded bombs. 

More recently we have had the mailing of bombs at Bowling Green, 
Ky., and Bowling Green, Ohio. Within the past few days, in fact 
Friday of last week, a bomb was exploded just outside a small post 
office in North Dakota. 

So the actual mailing of bombs is real, and has been over the years, 
as have poisons. But in connection with the reports which are being 
heard today, of anonymous telephone calls to airlines and others that 
a bomb is included in the baggage of certain air flights, we receive 
possibly an equal number alleging that bombs are contained in mail 
which is loaded on flight so-and-so of a certain airline. 

In any event, whether the call is to us or to the airlines, we im- 
mediately dispatch one or more inspectors to the airfield so that when 
the plane, if it is in flight, has landed, immediate examination can be 
made of the mail on board, or that all mail can be examined along with 
the baggage before it is loaded in other cases. 

On a given day we may have a half dozen such anonymous reports, 
nationwide. Needless to say, these reports are of great Jeuins and in- 
convenience to the airlines and great expense to the traveling public 
and are costly to all having anything to do with these investigations. 
_ The mailing of bombs and poisons, I think, is a potential offense that 
is before us today as it has always been and may be to an increased 
extent. 

Mr. Canrretp. These reports, of course, when received simply can- 
not be ignored but have to be given the highest priority treatment; 
is that right ? 
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Mr. Sreruens. They must be given every possible, expedited bit of 
attention in order to save lives if possible. 


ARRESTS FOR POSTAL CRIMES, 1953-58 


Mr. Canrtevp. Chief, what I would like to have you do at this 
int is insert in the record a small statement or table showing the 


increases in all categories of mail crimes, crimes over which you and 
your force have jurisdiction, in the last 6 years. 


Mr. SterHens. Fine, we will be glad to do so. 
(The information to be supplied follows :) 


Comparison of arrests for postal crimes, fiscal years 1958-58 





Class of offense 1955 1956 1957 





Burglary of post offices, stations, ete 478 
Holdup and robbery. 14 
Theft and rifling of mail by: 
Postal employees §41 
Railroad employees 29 17 
Others from mail receptacles y u , 608 2, 847 
Interception 414 
Other—miscellaneous 421 
Willful injury of mail receptacles 420 896 
Theft of Government funds and property. 44 9 9 68 
Possession of stolen checks 440 
Possession of stolen goods 
Fraudulent use of the mail: 
Lottery. i 
Obscene mail 
‘oisons - 
Explosives 
Scurrilous and defamatory matter. 
Extortion : 
Impersonation of postal employees. 
Embezzlement of funds 
False claims against the United States___- 11 
Forgery of money orders and postal sav- 
ings certificates 347 
Miscell 216 176 224 


Total. 5, 983 6, 148 6, 631 6, 852 7, 344 8, 204 
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1 Figures for previous years reported under ‘‘Other—miscellaneous.”’ 
2? Figures for previous years reported under ‘Theft and rifling of mail by: Others from mail receptacles.” 


Mr. Canrtevp. Frankly, I have been trying to keep abreast of your 
work and your program, and I have learned somet ing today about 
your workload and about some of the difficulties you are experiencing 
and some of the tasks you have that the public as a whole is unaware 
of. I want to compliment you on your presentation and your re- 
sponses to the questions “prepa by this committee. 


Mr. SrerHens. Thank you very much, Mr. Canfield. 


CONFIDENTIAL FUNDS 


Mr. Atexanver. Chief, what is “Confidential funds” as requested in 
the appropriation bill ? 

Mr. Steruens. They are funds which are used occasionally to ob- 
tain confidential information in connection with criminal investiga- 
tions. 

Mr. Atexanper. Is that what we commonly would call a payoff? 

Mr. Sreruens. No, sir; it is to reimburse persons who may assist 
us, persons on the outside who may assist us In a particular criminal 
case, persons who may be in a position to be of assistance, or to testify 
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in criminal actions. I mean this beyond that of normal testimony, 
which could be covered by witness fees. 

Mr. ALExANDER. Has that varied a great deal from year to year? 

Mr. Sreruens. Our request has not varied over the years. In fact, 
this request is the same as we have submitted for quite some period of 
time, even though we have had a very substantial increase in criminal 
cases in the past several years. 

Mr. Atexanper. What is test money ? 

Mr. SterHens. Off the record, please. 

(Discussion off the record.) 

Mr. ALExANDER. How many people do you have employed in the 
field service? 

Mr. SrepyHens. We have a total of 912 inspectors in the service. 


GROUP LIFE INSURANCE 


Mr. Arexanprer. How mvch do you pay on each person for group 
life insurance ? 

Mr. Srepnens. This will have to be reduced to per person cost, but 
the total is $40,516. 

Mr. Avexanper. A little over $40 per person. 

Mr. Sreruens. That is about right. 

Mr. Atexannper. Is that the same amount that is paid throughout 
the Government ? 

Mr. Stepuens. It is the same ratio. 

Mr. ALexanper. I want to compliment you. I think in particular 
sectors in the Post Office Department you do a wonderful job. I just 
wish we could spill some of that over into some of the other branches 
of Government. I do not know whether it is because of the great 
penalty, particularly on some of your crimes that have to do with the 
mail, that has the effect, but I think you are very effective in your 
work, 

That is all. Thank you. 

Mr. SterpHens. Thank you very much. 

Mr. Gary. Does this appropriation item include all funds for postal 
inspection services ? 

Mr. SrerHens. Yes; it does, except the headquarters item which 
was explained to you this morning. 

Mr. Gary. I meant the $72 million for “Administration, regional 
operation, and research,” covers all funds for postal inspection 
service ? 

Mr. Sreruens. That is correct. 


REGIONAL OPERATIONS 


Mr. Gary. We will now consider the “Regional operations” item. 

Mr. McKissrn. I will ask Mr. Barnes to give you the whole detail 
on this. 

Mr. Barnes. Mr. Chairman, I think on page 122 you will find the 
breakdown. 

Mr. Gary. We will insert page 122 at this point in the record. 
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(The page referred to follows :) 


REGIONAL OPERATION, INCREASE, $663,000 


Analysis of obligations 





Item 1958 1959 Increase or 
decrease (—) 





° 
8 


Average number of positions 5, 315 
Average compensation $5, 929 


Salaries (01) $31, 512, 668 
Travel (02) 1, 236, 240 
Transportation of household goods (03) 38, 945 
Group life insurance (07) 98, 393 
Contribution to retirement fund (11) 1, 881, 908 
Adjusted losses (13) 36, 775 
Social security taxes (15)...................-.-. 4, 242 


Ba 


$233388)/5 
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Total obligations 34, 809, 171 
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This activity provides funds for the salaries, travel, and related expenses of 
the 15 regional organizations, and for payment of adjusted losses. The Regional 
Operations Director is responsible for all postal functions in his region. 

During 1958 there was a net reduction in the number of positions in the regions 
of 384, and it is anticipated that further reductions of 12 positions in 1959 and 
29 positions in 1960 will be effected. This will amount to a total reduction over 
the 3 years of 425 positions. The number of regional positions estimated at 
the end of 1960 will be 4,810; this is 479 positions below the number estimated 
for 1959 in our budget submission for that year. 

The total increase estimated for 1960 is $663,000 of which $125,569 is for an 
extra paid day in 1960 and $509,431 is for automatic step and longevity pro- 
motions in excess of turnover savings. A $2,000 increase is estimated for group 
life insurance, and $26,000 for the contribution to the retirement fund. 

Mr. Barnes. You will notice the amount of $663,000. 

Mr. Gary. That is the increase ? 

Mr. Barnes. Yes. That is an amount over which we have practi- 
cally no control. For example, 19 man-years or $125,569 of that is on 
account of the extra paid day for leap year. The balance of it is due 
to step increases and longevity. It is something we cannot control. 
We are asking for 20 man-years less than in 1959. 

Mr. Gary. Less personnel ? 

Mr. Barnes. That is right. Actually it amounts to 29 positions less. 


TRAVEL 


Mr. Gary. How many regional operation employees travel? 

Mr. Barnes. Are you talking about the item under Travel ? 

Mr. Gary. Yes. 

Mr. Barnes. All of the field service officers travel. There are a 
little over 200 of them and they travel most of the time. 

Mr. Gary. What is their average travel compensation per day 
while in travel status ? 

Mr. Barnes. We would have to furnish that to you for the record. 

Mr. Gary. Give it to us for 1958 and the estimates for 1959 and 1960. 

Mr. Barnes. It is actual expenses. 

Mr. McKiesrn. And not to exceed $12 per day. 
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(The information to be supplied follows :) 


Travel compensation 








Per diem 
Other 

















Mr. Gary. You are asking for $1,369,000. If there are only 200 
traveling, it would be about $6,000 a year. Does it run that much? 

Mr. Barnes. These are not the only people who travel, Congress- 
man. Out of the 4,810 people, we would have the postal installation 
managers who would be traveling, distribution and tratflic personnel 
at regional headquarters would be traveling. 

As a matter of fact, some of the employees of each of the regional 
managers’ offices—regional real estate, vehicle managers, engineers, 
personnel managers do some traveling. 

Mr. Gary. How many moves would be provided for under the 
budget request for $40,000 under “Object class 03” ? 

Mr. Barnes. Between 75 and 100 moves; people we would move 
from one place to another for the good of the service. 


SOCIAL SECURITY CONTRIBUTION 
\ 


Mr. Atexanper. I notice here that you have—and this is the first 


time I have noticed it—‘Social security” in addition to the retire- 
ray fund and group life insurance. What is that “Social security” 
or? 

Mr. Barnes. That is part of the law. 

Mr. Atexanper. This is the first place we have noticed it. 

Mr. Barnes. I think Mr. Bruce can explain it. 

Mr. Bruce. Congressman, anyone who is not covered by the regu- 
lar classified civil service retirement system must be employed ae 
the social security system. Any appointment of a temporary nature 
for 90 days or less, in some instances a year or less, is employed under 
the social security system, not under the regular civil service. 

We carry two systems, we must because we have two types of ap- 
pointments, 

Mr. Atexanper. Are your temporary employees covered by social 
security ? 

Mr. aren: Yes, sir; every one of them. 

Mr. ALEXANDER. Even though they do not make $400-——— 

Mr. Bruce. That part is not material. It is the type of appoint- 
ment that determines under which system they shall be employed and 
retirement contributions shall be based upon that type of appointment. 

Mr. AtexanperR. You have no double payments! 

Mr. Bruce. No, sir; we do not. It is all one or the other. 

Mr. ALtexanpeR. That is all. 

Mr. Gary. The next item is “Contract research, development, and 
engineering.” 

Mr. Gittette. Mr. Chairman, we would like your permission to 
take that up at the time we discuss the “Postal modernization” appro- 
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priation and the engineering that is in the postal modernization ap- 
propriation, so that you will get the complete picture of engineering, 
research, and modernization all at one time. 

Mr. Gary. That is a very good suggestion. The committee will ad- 
journ until 10 o’clock tomorrow morning. 


WepNEsDAY, Frpruary 18, 1959. 
OPERATIONS 


WITNESSES 


JOHN M. McKIBBIN, ASSISTANT POSTMASTER GENERAL, BUREAU 
OF OPERATIONS 

BERT B. BARNES, FIRST DEPUTY ASSISTANT POSTMASTER GEN- 
GENERAL, BUREAU OF OPERATIONS 

AUGUST C. HAHN, DEPUTY ASSISTANT POSTMASTER GENERAL, 
BUREAU OF OPERATIONS 

PETER DEL GROSSO, SPECIAL ASSISTANT FOR FISCAL CONTROL, 
BUREAU OF OPERATIONS 

EMIL STEPPER, CONTROL OFFICE, BUREAU OF TRANSPORTATION 

BEATRICE AITCHISON, RESEARCH BRANCH, TRANSPORTATION 
DEVELOPMENT AND RESEARCH 

EDSON O. SESSIONS, DEPUTY POSTMASTER GENERAL 

L. ROHE WALTER, SPECIAL ASSISTANT TO THE POSTMASTER 
GENERAL 

HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
FINANCE 

LINDSLEY H. NOBLE, DEPUTY ASSISTANT POSTMASTER GENERAL 
AND CONTROLLER, BUREAU OF FINANCE 

CLARENCE N. BRUCE, ASSISTANT CONTROLLER FOR BUDGET, 
BUREAU OF FINANCE 


Program and financing 





1958 actual 


1959 estimate 


1960 estimate 





Program by activities: 


1. Administration of postal installations. _............-..- 
2. Mail handling and window service_........-..--------- 
3. Collection and delivery service 

4. Custodial service 

5. Vehicle service 


_ Total obligations 


Financing: 


Comparative transfers to other accounts 
Unobligated balance no longer available 


Appropriation (adjusted) 
Proposed supplemental due to pay increases 


Appropriation (adjusted): 


Appropriation 
Transferred (71 Stat. 39) from— 
“‘Administration, regional operation, and research’’. - . 
Sp at out eccdboanincannnk! 
 _ i PTT ea 
Transferred (72 Stat. 65) to— 
“Administration, regional operation, and research” - _- 
“Facilities” 


$332, 146, 957 
1, 225, 355, 188 
985, 319, 724 
74, 527, 301 
73, 652, 867 


$364, 024, 000 
1, 324, 271, 000 
1, 075, 663, 000 


$374, 569, 000 
1, 369, 458, 000 
1, 113, 890, 000 

85, 782, 000 
87,051,000 





2, 691, 002, 037 


35, 408, 893 
4, 761,070 


3, 030, 750, 000 























Total! 
Full-ti 
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Avera: 
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Object classification 





1958 actual | 1959 estimate | 1960 estimate 





Total number of permanent positions_................-------- 383, 318 392, 890 403, 103 
Full-time equivalent of all other positions 147, 910 151, 627 156, 808 
Average number of all employees 532, 360 545, 433 562, 293 
Number of employees at end of year 529, 135 542, 305 556, 861 


Average PFS level and salary.............-...-.---.---------- 4.5 $4,970) 4.5 $4,985) 4.5 $4,996 
Average salary of ungraded positions $4, 272 $4, 403 $4, 468 








01 Personal services: 
Permanent positions $1, 744, 443, 982/$1, 893, 931, 168)$1, 949, 436, 546 
Positions other than permanent.___-_- 587, 784, 524 637, 952,487] 661,786,311 
Other personal services. .- - 116, 912, 263} 121, 476, 261 133, 220, 366 








Total personal services 2, 449, 140, 769] 2, 653, 359, 916) 2, 744, 443, 223 
y 4, 779, 013 14, 851, 306 15, 011, 788 
I OF Eo a ccenicccunensanmanednnnebaentil 60, f 62, 708, 223 , 378, 

Rents and utility services 4, 233, 654 
Other contractual services ’ 19, 515, 911 
Supplies and materials. =... .. 22. ccc ccscccsccccsosnesoeue 20, 833, 00 

1 Grants, subsidies, and contributions s 144, 991, 892 

9 





Refunds, awards, and indemnities-- , 936 
Taxes and assessments 6, 398, 883 A g 8, 757, 601 


Total obligations... 2, 691, 002, 037} 2, 927, 800, 00C} 3, 030, 750, 000 























Mr. Gary. The committee will come to order. 
COMPARISON OF 1959 AND 1960 BUDGETS 


We will consider this morning the budget estimates for operations. 
We will insert at this point in the record a brief table comparing the 
amount requested for 1960 with the 1959 appropriation. 

Appropriation 1959 $2, 690, 000, 000 


Anticipated pay supplemental 245, 800, 000 
Fund transfers —8, 000, 000 














Total comparative appropriation 1959 2, 927, 800, 000 
Estimate 1960 8, 030, 750, 000 
Increase over appropriation, 1959. 340, 750, 000 
Increase over total comparative appropriation 1959 102, 950, 000 











JUSTIFICATION OF THE ESTIMATE 


We will place in the record at this point pages 201 through 206 of 
the justifications. 

Mr. Guterre. Mr. Chairman, the figures you have just given the 
committee are the figures of the President’s budget. As I outlined in 
my own statement these have been reduced by $20,750,000 in our 
budget submission to this committee in order to reflect a reduction of 
$20 million in the 1959 base which we made when we discovered that 
1959 volume was running below expectations. 

Therefore, I respectfully suggest that you submit the revised fig- 
ures, the revised justification pages, for the record, for your con- 
venience. 

Mr. Gary. The revised supplemental figures change the President’s 
budget, is that correct ? 

Mr. Griterre. That is correct, Mr. Chairman. 

Mr. Gary. That change has not been officially communicated to the 
House by the President ? 
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Mr. Guerre. That is correct, Mr. Chairman. With the permis- 
sion of the Bureau of the Budget, sir, we are at this presentation com- 
municating this reduction in the President’s budget to this commit- 
tee. However, the change will be communicated to the Congress by 
the President. 

In fact, I am advised that the revision will be sent up today - 

Mr. Gary. We will insert at this point in the record the tables on 
pages 201 and 202 of the justifications as revised, and pages 203 
through 206, as revised. 

(The pages referred to follow :) 


Statement relating appropriation estimate to current appropriation 


1958 appropriations (including supplementals) $2, 731, 172, 000 
1959 budget estimates 2, 907, 800, 000 








1959 appropriation in annual act 2, 690, 000, 000 
Fund transfer to: 
“Administration, regional operation, and research” —2, 000, 000 
“Facilities” —6, 000, 000 











Current appropriation, 1959. 2, 682, 000, 000 
Proposed supplemental due to pay increases. 225, 800, 000 








Adjusted appropriation, 1959 2, 907, 800, 000 


Additions : 

Supervisory employment increase of 4.1 percent because of 

increase in stations and a 3.7 percent increase in clerks 

and carriers, and salary increases for postmasters____ 10, 545, 000 
Increase of 3.3 percent in clerk employment to handle 

estimated 4.3 percent additional mail volume 44, 837, 000 
Extension of city delivery services to 2, 226,000 additional 

stops (increase 6.5 percent in stops, 3.5 percent in car- 

riers) ; and rural delivery extensions and service changes_ 37, 827, 000 
Custodial and maintenance employees increase 4.2 percent 

for estimated 3.2 percent increase in building space and 

to service additional postal equipment 3, 907, 000 
Vehicle service personnel (increase 6.0 percent), operation 

and maintenance cost increase 8.5 percent for 11.8 percent 

increase in vehicle use 5, 084, 000 











Total s 102, 200, 000 
Total estimate for 1960_ 3, 010, 000, 000 








mn 
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Analysis of estimated increase in obligations, 1960 



































Increase (+) or 
decrease (—) 
Activity and account 1958 1959 1960 
Amount | Percent 
Administration of postal installations: : 
(eee eee $170, 555, 796 | $183, 759,000 | $185, 940, 000 | $2, 181, 000 1.19 
I itntsentntuunececacasewns 161, 591, 161 180, 265, 000 188, 629,000 | 8, 364, 000 4. 64 
RI nocd. e acacendunencauece 332, 146, 957 | 364, 024, 000 374, 569, 000 | 10, 545, 000 2.90 
Mail pentins and window service: 
Ce a 1, 218, 501, 738 |1, 307, 118, 000 |1, 351, 603, 600 | 44, 485, 000 3. 40 
Commnal nn nccubeedianennnaie 6, 708, 946 7, 153, 000 7, 505, 000 352, 000 4.92 
= awards, and repair by 
aeucaveuuadsheasnsnehh skhabes | ee ea Hee Cea 
I oie die tkc eu deees 1, 225, 355, 188 |1, 314, 271, 000 |1, 359, 108, 000 | 44, 837, 000 3.41 
Collection and delivery service: Pe 
City delivery carriers..........-.. ..-| 732,288,737 | 787,255,000 | 818, 684,009 | 31 429, 000 3.99 
Special delivery messengers.-_-.-....-- 26, 479, 338 28, 100. 000 28, 957, 000 857, 000 3.05 
Rural delivery carriers.............-. 226, 551,649 | 250,308,(00 | 255,849,000 | 5, 541,000 2.21 
Subtotal......... ids Go atin Saag 985, 319, 724 |1, 065, 663, 000 |1, 103, 490,000 | 37, 827, 000 3. 55 
SDI CR TONO  cccinccnsavoiccssuccsued 74, 527, 301 81, 875, 000 85, 782,060 | 3, 907, 000 4.77 
Vehicle service: 
Vehicle service personnel. -_.....-.-- 46, 378, 666 51, 023, 000 54, 275,000 | 3,252, 000 6. 37 
Vehicle maintenance -.........-.---- 20, 863, 144 23, 924, 000 25, 966,000 | 2,042,000 8. 54 
Contract vehicles................-... 6, 411, 057 7, 020, 000 €, 816, 000 —210, 000 —2. 99 
EE ee Soe ee 73, 652, 867 81, 967,000 87, 051, 000 5, 084, 00C 
Total Operatious............<00s-<<256 2, 691, 002, 037 |2, 907, 800, 000 |3, 010, 000, 000 |102, 200, 000 3. 61 




















GENERAL STATEMENT 


All of the field activities under the jurisdiction of the Assistant Postmaster 
General, Bureau of Operations, are included in this appropriation, except the 
administration of regional offices. The functions include operation of post 
offices, operation of the motor vehicle service, and the handling of mail in 
transit. The field personnel under the jurisdiction of the Assistant Postmaster 
General, Bureau of Operations, included in this appropriation, are postmasters, 
supervisors, post office and postal transportation clerks, rural and city carriers, 
special delivery messengers, custodial employees, and motor vehicle service 
employees. Funds are also included for contract stations, contract vehicles, 
vehicle operations and maintenance, and for reimbursing the Federal Reserve 
banks for processing of paid money orders and postmaters’ deposits. 

The amount requested for 1960 is $3,010,000,000, an increase of $102,200,000 
over 1959. This increase is due primarily to the estimated increase in mail 
volume, and to the expansion of delivery services. Provision has also been made 
in the estimates for the rate increase in social security taxes to 2.5 percent in 
1959 and 3.0 percent in 1960. 

The following table reflects the relationship between the manpower and mail 
volume estimates for all employees except city delivery and rural carriers and 
motor vericle service employees : 














Volume Gross man- 
(pieces) power (man- 
(millions) years) 
SEO EL LEER ee OPN Ge CE A EET ee BT 60, 130 336, 512 
1959 (estimate) 61,374 341, 974 
eres Di snanss — 
Percent....... . . 

1959 ( (estimate) - - - 61, 374 341, 974 
1960 (estimate) _.....-- 64, 013 352, 039 
i IE Oe a 2, 639 10, 065 
I eo a 3 Sah aa a coclionas mb iva eis i teat aie ame maha dei eae “ 4. 30 2. 94 
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The estimated employment requirements for the delivery services are as fol- 
lows for 1960: 





| 
Man-years Increase 





6, 005 
58 
593 
6, 656 
3.34 




















These estimates provide for city delivery service covering a 6.5 percent in- 
crease in number of stops; rural service extensions on the basis of two families 
per mile; and for an 11.8 percent increase in hours of truck service. 


Fiscal year 1959 analysis of additional funds required for salary increases under 
Public Laws 85-399, 85-426 and 85-462 


Annual appropriation 1959 $2, 690, 000, 000 
Transfer to: 

“Administration, regional operation, and research” 

“Facilities” —6, 000, 000 








Total funds available__ 2, 682, 000, 000 
Estimated obligations. 2, 907, 800, 000 








Additional amount required for pay increases 1959 


FISCAL YEAR 1958 


Comparative salary increases under this appropriation provided under Public 
Laws 85-399, 85-426 and 85-462 amounted to $111,222,000 in fiscal year 1958 
for the period January 11 to June 30, 1958. Additional pay costs of $1,513,000 
charged to this appropriation were for employees in regional offices and the head- 
quarters personnel transferred from this appropriation to “Administration, 
regional operation, and research” in 1959. This resulted in a total cost under 
the 1958 appropriation of $112,735,000. This additional cost was covered by 
absorption of $31,735,000 within available funds, a transfer of $4,482,000 from 
other appropriations, and an additional appropriation of $76,518,000 granted 
under Public Law 85-472. The relatively large absorption in 1958 resulted from 
funds available due to a lower level of mail volume than originally estimated. 


FISCAL YEAR 1959 


The total estimated cost of salary increases under this appropriation in fiscal 
year 1959 amounts to $263,600,000. It is estimated that $37,800,000 of this 
cost can be absorbed within currently available funds, leaving a net additional 
requirement of $225,800,000. 

These estimates have been developed for each salary account by determining 
the percentage increase in total annual salaries of employees on the rolls at the 
close of fiscal year 1958, after conversion to the new salary rates provided in 
Public Laws 85-426 and 85-462. The total obligations for 1959 were estimated 
by using the new salary rates which were fully effective at the beginning of the 
year. The additional amounts included for salary increases were determined 
by use of percentage increases applicable to the new rates for each account. 





= 
= 
= 
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The overall increase on salaries and related fringe costs amounting to 10.27 
percent is analyzed by law and by accounts as follows: 
Public Law 85-426 and 462: 
Salary obligations increase $241, 755, 000 
Increase in employee benefits for life insurance, retirement 
contributions, social security taxes, etc 15, 095, 000 


Subtotal 256, 850, 000 











Public Law 85-399: 
Increase in rural carrier equipment maintenance allowance 
from 9 cents to 10 cents per mile, or $3.50 per day, which- 
ever is greater 6, 500, 000 
Additional compensation not in excess of $2.50 per day to car- 
riers serving heavily patronized routes from March 1, 1959_ 250, 000 


Subtotal__ 6, 750, 000 
Total... 263, 600, 000 











Analysis of cost of salary increases under Public Laws 85-426, 462 and 399, fiscal 
years 1958 and 1959 


{In thousands] 





Fiscal year 1958 ! Fiscal year 1959 





Increased cost 

Estimate! (Jan. 11-June Total |Estimate| Increased cost Total 
at old 30, 1958) actual at old current 
salary obliga- salary estimate 
rates | tions rates 
Percent) Amount Percent} Amount 











Postmasters $163, 223 
Supervisors....--...-.---]| 1 5 
SS neg pinta F 

City delivery carriers__--. 
Special delivery mes- 


$16, 669 
16, 049 
120, 693 
71, 655 


2, 448 
24, 214 
7, 212 
660 


$7, 332 | $170, 555 

7,029 | 161, 592 
51, 839 
31, 013 


959 
7, S41 


Bias 


_ ae 
Sse SS 


PPO A 
eos 
orcn 
Seno Orn! 


Vehicle service personnel. 
Accounts not affected by 
salary increases: 
Contract stations 
Vehicle maintenan 
Contract vebicles-._.-- 
Training, awards, etc.. 








2, 579, 780 5 2, 691, 002 263, 600 | 2, 907, 800 


1 Regional office and headquarters transferred to ‘Administration, regional operation, and research,” 


1959, excluded for comparative amounts. 
? The increase on the total appropriation is 9.97 percent. The increase on salaries and related fringe costs 


amounts to 10.27 percent. 


























INCREASES REQUESTED FOR 1960 


Mr. Gary. Mr. McKibbin, will you tell us the reason for this $340,- 
750,000 increase over 1959 ? 

Mr. McKisein. I will be glad to do that Mr. Chairman. You may 
recall the other day I gave a quick preview of the metropolitan plan 
and suggested that at the start of this particular session it might be 
better to see that once again, because it is definitely the way we han- 
dle mail, and that is definitely related to our problems, of course. 

If I could off the record 

Mr. Gary. Yes. 
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Mr. McKissrn. I have a writeup of it for the record. 

Mr. Gary. I would like to have that, but I would prefer first an 
itemization of this $340,750,000. 

Mr. Barnes. Mr. Chairman, isn’t the amount $102,200,000 as far as 
operations is concerned ? 

Mr. Gary. No; the increase over 1959 is $340,750,000. I think a 
part of that is accounted for by automatic salary increases, which 
leaves an increase over the comparative appropriation, 1959, of $102 
million. Isn’t that correct? 

Mr. Giuttette. Mr. Chairman, of that increase, $245,800,000 is due 
to the pay increase which was made effective by the Congress last 
year, applicable to 1959 operations. 

Mr. Gary. What is the rest of it ? 

Mr. Guerre. So only the comparative increase of $102,200,000 is 
due to the change in level of operations. 

Mr. Gary. $102,950,000, isn’t it ? 

Mr. Giterre. The revised figure is $102,200,000, on which the Bu- 
reau of Operations will speak. 

Mr. McKisstn. The amount requested for 1960 is $3,010 million, an 
increase of $102,200,000 over 1959. This increase is due primarily to 
the estimated increase in mail volume, to the expansion of delivery 
services, to the extra leap year day, and to automatic increases in 
salaries required by law. 

Provision has been made in the estimates for a rate increase in the 
social security taxes to 2.5 percent in 1959 and 3 percent in 1960. 

Mr. Chairman, if you are willing, Mr. Barnes will give you the 
breakdown of this $102 million increase. 

Mr. Gary. We shall be glad to hear from Mr. Barnes. 

Mr. Barnes. The breakdown of the increase of $102,200,000, Mr. 
Chairman, is as follows: $10,545,000 largely for supervisory employ- 
ment due to the contemplated increase in employment; $44,837,000 
largely for a 3.3 percent increase in clerical employment because of the 
volume increase of 4.3 percent; $37,827,000 largely for extension of 


city and rural delivery services; $3,907,000 for custodial service; 


$5,084,000 for vehicle service; making a total of $102,200,000 over 1959. 


ADDITIONAL EMPLOYEES REQUESTED 


Mr. Gary. How many additional employees will that provide? 

Mr. Barnes. There will be the equivalent of about 14,000 additional 
employees. ‘There will actually be about 16,000 additional man-years. 

Mr. Gary. Can you give us a breakdown as to where those employ- 
ees will be, the number of supervisors, the number of clerks, and the 
number of carriers? 

Mr. Barnes. I wondered if you would want to take it by accounts? 
If so, maybe you will want to turn to page 207 and start out with the 
postmasters. Then we can justify it by the postmasters, the clerks, 
supervisors, and so forth. 

r. Gary. Do you have a table showing the man-year increases for 
these various classifications ? 

Mr. Barnes. Yes, Mr. Chairman. 

Mr. Gary. We will insert that table at this point in the record. 
(The table referred to follows :) 
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Mr. Gary. Would you like to make any comments concerning that 
table, Mr. Barnes? 

Mr. Barnes. Take, for example, the postmasters. There are 341 
less man-years than last year. That is due largely to the fact that we 
estimate 410 post offices will be discontinued. St would be more than 
that except for the offsetting 119 additional man-years necessary on 
account of the extra payday in leap year. 

. It is down 341 man-years. It would be about 460 if it were not for 
eap year. 

he increase in money is due to step increases and longevity in- 
creases in salaries. 

Shall I go ahead through them ? 

Mr. Gary. Yes. Take supervisors next, I believe. You have got 
1,048 additional supervisors. 

Mr. Barnes. That is an increase of 4.1 percent to take care pri- 
marily of an increase in volume of 4.3 percent. These additional 
positions are due to the post offices that are advanced to higher 
classes, which will need 100 additional supervisors at least; 125 addi- 
tional stations that may need as many as 2 per station, and the bal- 
ance of the 1,048 would be due to the increase in personnel. 

You may notice there that the ratio of employees to each super- 
visor is 15.2 in 1960 and in 1959 the ratio is also 15.2. 

Shall I go on down to clerks? 

Mr. Gary. Yes, sir. 

Mr. Barnes. That is on page 212, Mr. Chairman—clerks. You 
notice we are asking for an increase of 8,473 man-years, and that is 
due largely to the increase in the volume of mail; a 3.3 percent in- 
crease in man-years to take care of a 4.3-percent increase in volume 
of mail. 

RATIO OF SUPERVISORS TO CLERKS 


Mr. Gary. Is it not true that the percentage increase of supervisors 
has exceeded the percentage increase of clerks as your reorganization 
in the field has progressed ? 

Mr. Barnes. ‘That shows so on this record, Mr. Chairman, but I 
would like to explain this. It is true that the ratio of employees to 
supervisors is lower than it was 3 or 4 years ago—it was 15.8 percent 
in 1957. However, since then we have added quite a number of 
technical people who are paid from this account and which we think 
really should not be in this account. 

If you take those technical people out, that ratio would now be 
about 16.2. That is due to scheme examiners, administrative aids and 
so on who are not supervisors in the usual sense. 

As a matter of fact, it amounts to about 800 to 900 people who are 
really not supervisors but are paid from this account. And that 
makes the ratio look unfavorable for the last 2 years shown. 

Mr. Pituton. Will the chairman yield ? 

Mr. Gary. Yes, sir. 

Mr. Pitii0oN. What will that ratio be in 1957, Mr. Barnes? Do you 
have a ratio of technical people as compared to the supervisors in 
1957? You recite what is happening now, but how about 1958? 
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What was the number of technical people that were in the supervisor 


as igs : 

Mr. Barnes. I couldn’t give you the exact number but it has been 
considerably increased during the past year or so. That is due to 
the fact that we are trying to get our schemes corrected, we are trying 
to get our people to take examinations, make better grades and so 
forth. This requires more scheme examiners, and we have also had 
tv furnish more help as administrative aids. 

Mr. Piuion. You say there were 800-some technical people who 
should not be placed in the strictly supervisor category in 1960. 
What was the number of that classification of people in 1957? Would 
you have that ? 

Mr. Barnes. The 800 to 900 positions referred to was at the end 
of 1958. We would have to furnish that for 1957, but just as a rough 
guess I would say about half of what itis now. But if you want that, 
we will have to furnish it. 

Mr. Gary. This is very important so far as I am concerned, Mr. 
Barnes, because the percentage increase of supervisors would again 
exceed that of clerks under the 1960 budget request. I have had a 
feeling for some time, and it has been to a certain extent confirmed 
by some of the postal employees that I have talked with, that the 
entire postal establishment is becoming topheavy with supervisory 
and administrative positions. 

I hear the complaint made frequently that the Post Office Depart- 
ment is paying more attention to reorganization and supervision than 
it is to the delivery of the mail, which after all is the chief purpose 
of the post office. Consequently, any clarifications you have of these 
figures would be very helpful to me. I imagine it would be to the 
rest of the committee also. 

(The following information was subsequently supplied :) 

Technical nonsupervisory positions paid from supervisors account at end of 
fiscal year : 1957, 567 ; 1958, 835. 

Mr. Barnes. I think you will notice on page 210, Mr. Chairman, 
that there is an increase of 3.7 in clerks, carriers, and special delivery 
messengers. We have to bear in mind that all these employees need 
supervision, not just the clerks, but all these other employees, the 
increase of which is not necessarily due to the increase in the volume 
of mail. 

So you can see the percentage increase in employees supervised is 
3.7 percent as against an increase in supervisors of 4.1 percent which 
is only four-tenths of 1 percent greater than the increase in employees. 

Mr. Gary. Perhaps we had better put that table on page 210 in 
the record at this point also. : : 

Mr, Barnes. Incidentally, Mr. Chairman, that is a revised table 
and we will give you the revised table. 

Mr. Gary. I wish you would, yes, sir. 
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(Revised table on page 210 is as follows :) 





Clerks, car- 
riers, and 
special Supervisors Percent Supervisor 
delivery (man-years) ratio 
messengers 
(man-years) ! 








1957... 371, 987 
9) 


1958... 383, 404 
1959 (estimate) 391, 131 
1960 (estimate) 405, 488 























1 Excludes clerks, 3d class, and mobile clerks. 


Mr. Gary. All right, sir, proceed with the rest of them. 

Mr. Barnes. We are asking for 6,005 additional man-years for city 
carriers, a 3.9 percent increase which includes the extra leap-year day ; 
with this, the increase would be only 3.5 percent. That is ‘based 
largely upon an increase of 9.1 percent in area to be served, and an 
increase of 6.5 percent in the number of stops to be served. The bal- 
ance of the dollar increase would be, of course, step increases and 
longevity increases in salaries. 


INCREASE IN CUSTODIAL SERVICES 


Mr. Gary. Why the increase in custodial services ? 

Mr. Barnes. The custodial service increase is due to the increase 
in space. Space increased 1.8 percent in 1959—the space increase in 
1960 is 3.2 percent, and we are asking for 3.2 percent to cover that. In 
other words, we are breaking even there. The increase in cleaners is 
strictly based upon the additional space—— 

Mr. Gary. The custodial service relates to the people servicing Gov- 
ernment-owned post offices in which there are no other activities, does 
it not? If there are any other activities in the post office building, 
then the GSA handles—— 


Mr. Barnes. We are still operating, Mr. Chairman, on a basis of 
about 50 percent. In other words, if 50 percent or more of the build- 
ing is occupied by the postal service, we are handling the custodial 
service. 

Mr. Gary. If 50 percent is not occupied by the post office, then the 
GSA renders the service ? 

Mr. Barnes. That is right, mapoemnentay 50 percent. 


Mr. Passman. In one of the lease-purchase buildings where 80 per- 
cent would be postal operations and maybe 20 percent would be other 
agencies is there a division of the personnel cost applicable to other 
agencies or does the Department absorb all of the cost ? 

Mr. Barnes. We furnish all the custodial service. 

Mr. Passman. Is it taken into account that part of the cost should 
be charged to other agencies? Or is it a post office expense altogether? 

Mr. Barnes. It is all charged as post office expense. 

Mr. Passman. Is that procedure quite fair to the Post Office 
Department ? 

Mr. Barnes. That is under study right now, and in a very short 


time we will come to some conclusion with the GSA as to whether 


to continue at about the 50 percent basis or just what it will be. 
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Mr. Gary. Has the Bureau of Facilities now developed a standard 
formula for custodial service? 

Mr. Barnes. Yes, sir. 

Mr. McKissrn. Criteria, yes, sir. 

Mr. Gary. Do you have a copy of that formula, Mr. Barnes? 

Mr. Barnes. Yes, sir. 

Mr. Gary. Mr. Barnes has supplied to the committee a pamphlet 
entitled “Facilities Handbook, Building, Cleaning, Work Production, 
Standards.” I do not think that it is necessary to insert this in the 
record, as it is 17 pages long, but a copy will be placed in the com- 
mittee files so that it will be available to anyone who would like to 
see it. 

Mr. Barnes. Mr. Chairman, with further reference to the custodial 
service, you will note that for custodial cleaners we are asking for a 
3.2 percent increase, but for protective, guards, which is included in 
this item, we are asking for only a 1 percent increase, and for mainte- 
nance, it has been necessary to ask for an 8.4 percent increase. All of 
these items are included in the grand total increase. The mainte- 
nance increase is due directly to our air conditioning and our mail-flo, 
our Bell Systems, and similar installations, to which we must give 
special attention. Otherwise they couldn’t be properly utilized. 

That is why the maintenance shows a high rate of increase. 

Mr. Gary. Air conditioning also requires technical services, which 
isa high classification, 

Mr. Barnes. That is right. The same with the mail-flo, and with 
our other mail handling machines. 

Mr. Gary. Has a classification now been fixed for the air-condition- 
ing technicians? 

Mr. Barnes. Yes, sir. You will notice also that the amount of 
space handled per man-year in 1960 is about the same as it was for 
the previous 2 years. I mean there is no increase. We are doing 
just as well on that as we have done for several years. 


INCREASE IN VEHICLE SERVICES 


Mr. Gary. What is the need for the increase in the vehicle service? 

Mr. Barnes. The vehicle service increase is due to the estimated in- 
crease in utilization, which is about an 11.8 percent increase. That is 
on page 229. 

Mr. McKrssrn. One of the problems we have in moving 61 billion 
pieces of mail is to get more than 530,000 people in postal installations 
really working with us in what we are trying to do. It really is a 
problem. So we put into two lines, the objectives of our Depart- 
ment,—“Move today’s mail today! in a businesslike way.” And I 
would dare to say this is probably the best known statement today in 
the postal service. We have two functions to perform. One is to 
improve this mail service, and the other is to do it in a businesslike 
way. 

By und this into what you might call a slogan, we have gotten 
an understanding and a concept throughout the service that is very 
refreshing. There is more interest today because nearly every post- 
master realizes that his No. 1 job is to improve the mail service. He 
hasn’t always been as conscious of the fact that he should do this in a 
“businesslike way.” 
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METROPOLITAN AREA PLAN FOR MOVING MAIL 


So in the light of those two objectives; I would like to give you a 
picture of our a area plan. I have taken the Washington 
area aS an example because it is one in which we all live, at least 
part of the year. Here is an area that covers about 6,000 square 
miles. It is the size of the States of Rhode Island and Connecticut 
put together. It is the greater metropolitan area of which Washing- 
ton is the buying center. 

Our problem in handling the mail is first, to take care of the mail 
that originates in the delivering office like Washington. This is the 
local mail and amounts to about one-third of the total. Second, to 
take care of the approximately one-third of the total mail that travels 
anywhere within a 150-mile radius of the originating office. Two- 
thirds of all of the mail of the United States stays within about 150 
miles from where it originates, and this is where we get most of our 

atron-criticism. 

The last third goes either across the Nation or around the world. 

The biggest area of criticism, as I have stated, coming from the 
public, is that they can’t get a letter delivered across the street the 
next day, or within 20, 30, 50, or 150 miles. That is hard for the pub- 
lic to understand. 

This metropolitan plan was developed to improve all three condi- 
tions—local area, within a radius of 150 miles, and the long-haul mail. 
But it peculiarly fits the first two conditions, in which two-thirds of 
our mail is handled. 

I have taken Frederick, Md., one of the 21 sectional centers in the 
Washington area and have blown it up on the chart to illustrate how 
the plan works. Around Frederick, Md., are 14 smaller post offices. 
The numerals indicate the class of the post office. 

There are 2 fourth-class post offices, 10 third-class post offices, and 
there is 1 second-class and 1 small first-class post office. 


WASHINGTON, D.C., METROPOLITAN AREA PLAN 


Here is the way that mail flows in this area. Each of these post 
offices makes up its mail as completely as it can for every other post 
office in the area. In other words, if it has 10 pieces of mail for a 
given town it makes it up in a direct bundle for that town. But being 
small post offices, many of them don’t have 10 pieces of mail for any 
one other office. So they hold out their own mail—the mail that is to 
be delivered in their office, and send their residue mail to Frederick, 


d. 

Mr. Gary. We will insert at this point in the record the chart of the 
Washington, D.C., metropolitan area plan, basic transportation net- 
work, a map from which Mr. McKibbin is now talking. 

‘ { The ‘oo of the Washington, D.C., metropolitan area plan is as 
ollows: 
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Mr. McKusrn. So the Frederick post office, having the residue mail 
from these 14 offices, is in a position to make up more directs for the 
towns throughout the area and it makes up all it can. 

Then it holds the mail out for its own office, mail that is to be de- 
livered at Frederick, as well as the mail for delivery at its 14 satellite 
offices, and pouches the balance of the area mail to the other 20 sec- 
tional centers. 

Pouches are delivered directly to any sectional centers on the line 
of travel between Frederick and the concentration center. The re- 
maining pouches are taken to the concentration center. i 

The two larger dots on the map represent the concentration centers, 
one in Silver Spring, Md., and one in Arlington, Va. 

Between approximately midnight and 4 a.m. the concentration 
centers exchange pouches and reconnect all 21 sectional centers. The 
21 sectional centers from 4 a.m. to 7 or 7:30 in the morning fan out the 
mail to their satellite offices. This assures next-day delivery because 
you are exchanging mail between the 241 offices which make up the 
total metropolitan postal area. Any failure to accomplish next-day 
delivery is the result of human error. Somebody has thrown the 
pouch on the wrong truck or the wrong vehicle. But, basically, as 
you interconnect the 241 offices, you assure next-day delivery. 

So this plan has been put in operation in 19 areas in the United 
States. These areas have a population of 58 million people. We plan 
to expand this program and ultimately there will probably be between 
80 and 90 metropolitan areas in the United States which will cover 
over 80 pony of allthe mail. Then about 83 percent of all the popu- 
lation of the United States will be getting next-day delivery within 
their respective metropolitan areas. 

I can’t overemphasize the point that the reason I can make this 
statement with definiteness is that we are positively interconnectin 
and exchanging mail between every post office in these areas an 
except for some human failure or breakdown in a piece of equipment, 
we can’t miss giving next-day delivery. 

In the Washington area, our tests show we are giving 98 percent 
nert-day delivery. The most common human error is failure of em- 
ares to tap the box right out in front of the pe t office and get those 

ast 20 letters before they make their dispatch. Or in some of the 
larger offices, they fail to scoop up the last handful from the letter 
drop, so those letter obviously miss delivery. 

This points up several things. First, it points up an approach to 
better mail service, by improved makeup of mail at the post office of 
origin and at these 21 points in the area of origin where mails are first 
concentrated. 

It also — up, Mr. Gary, the need at this time for good super- 
vision in the post office. Our problems are threefold. We have more 
business than we have ever had before. In the last 20 years our 
business increased from 26 billion pieces of mail to 61 billion. 

Mr. Passman. In the past how many years? 

Mr. McKrssrn. Last 20 years, since 1938. Our facilities by and 
large are pretty much what many of them were in 1938, and our 
transportation has changed completely since 1938. 

We had 10,000 trains carrying mail in the United States. Not only 
were they carrying mail over long distances but they were running 
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local service for mail. Today we have 2,150 trains carrying mail. 
Those trains, many of them, are doing a good job. But in order to 
be competitive in terms of their primary interest, the passenger 
traflic, they speed those trains up and so ie don’t provide service 
for this local-stop mail. The approach we have adopted of intercon- 
necting these offices is, gentlemen, in my experience the only way you 
are going to get better mail service. And though I have been in the 
post office just 2 years this month, Mr. Chairman, I have been in the 
distribution-of-goods field for some 30 years. 

This is not an unfamiliar problem to me. It is a very familiar 
country, and in my former company we had about as many dealers as 
we have post offices. We had the same problem of the distribution 
inthe movement of goods. 

I have stated our problem. I thought if you knew what our prob- 
lem was, these budget figures would be more meaningful to you as we 
go through them. 

If you have any questions, I will be glad to answer them. 

Mr. Gary. What is the cost of the metropolitan area program, Mr. 
McKibbin ? 

Mr. McKiesin. The annual cost of the metropolitan area program, 
at the 19 points where the plan has been installed as of December 31, 
is $1,107,000. I would like to say this, Mr. Gary, that this is not neces- 
sarily a cost we will live with forever. As we get a better understand- 
ing of the second line of this slogan, (“in a businesslike way”) we 
tend to bring costs down. You have to engineer costs out. 

But those are the current costs of installing the program. 

Mr. Passman. Before you leave the chart, may I ask this one 
question ? 

Mr. Gary. Yes, sir. 

Mr. Passman. What system is used to transport the mail to these 
24 post offices in this particular area ? 

Mr. McKzissrn. I will answer this generally, and then I will ask 
Mr. Hahn to comment. 

Mr. Passman. I think it would be well, in connection with the 
chart, to know on what basis you are moving this mail so rapidly. I 
think this question should be cleared up. 

Mr. McKresrn. I would say we use all forms of transportation. 
We use railroads, we use star routes, we use the motor vehicle service, 
and probably in some metropolitan areas we even use Greyhound 
buses. I am not sure whether haus are used in this particular area. 

One thing I would like to say further on that point is that not only 
has this favorably affected delivery of mail in this area, but the 
metropolitan area mail is being delivered in Richmond and down in 
the Carolinas with later postmarks than ever before in the recent 

ast. 
' HIGHWAY AND RAILWAY POST OFFICE 


Mr. Gary. To what extent have you reduced highway post offices 
and railway post offices in this program ? 

Mr. McKiss1n. This program is not related to the reduction of an 
transportation service. Actually, we are using more highway post of- 
fices today than we have in prior years. 

In 1953 there were 139 highway post offices. As of February 16, 
1959, there were 213 highway post offices. I can give the intervening 
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meee, There has been a gradual increase in the use of highway post 
offices. 

Mr. Gary. How about railway post offices ? 

Mr. McKzrssrn. The railroads have been taking passenger trains 
off the lines, so there has been a reduction in the use of railway post 
offices—a reduction not of our making, but because the trains are gone. 
We are interested in all transportation and we believe it to be very 
necessary that we use the transportation that fits the movement of 
mail timewise. 

We have cases where RPO trains are handling a bigger load than 
they have ever handled before, and we have cases where time sched- 
0 are such that we aren’t using them to the extent we used RPO’s 

ore. 

Mr. Haun. I think in answer to Mr. Passman’s previous question 
we might say that we are concerned here with the metropolitan plan 
very largely with the more or less local transportation pattern which 
over the years has developed pretty much into the trucking of mail. 

The establishment of the plan requires some adjustment of those 
star route schedules to fit in with the metropolitan master timetable. 
There has been some effect on the distribution units in some of the 
areas, the RPO’s and HPO’s, because they have been operating at a 
time which doesn’t fit this timetable. And to the extent that they 
have handled local mail, there have been some changes with respect 
to that. As Mr. McKibbin pointed out, however, this has frequently 
resulted in adding greater volumes of long distance mail to this par- 
ticular form of transportation. 


STAR ROUTES 


Mr. Gary. How many additional star routes have you added as a 
result of this scheme ? 

Mr. Haun. I think, Mr. Gary, there haven’t been any net addi- 
tional star routes. I am not sure about that, but I think by and large 
we have the same general pattern of transportation, but with certain 
adjustments and schedule changes. There has been no great increase 
in star routes as a result of this plan. 

Mr. McKzissrn. It has been rescheduling? 

Mr. Haun. There has been a great increase in star routes because 
of the withdrawal, and continuing withdrawal, of train service. But 
that is not directly related to the metropolitan plan except I think 
that it gives rise to the need for the metropolian plan. 

Mr. Gary. You have had an increase, then, in highway post offices 
and star routes to take the place of railway post offices where the 
service on the railroad has been abolished. Is that the situation? 

Mr. Haun. Yes, sir; that is true. There has also been at the same 
time some consolidation of star routes so that I think net overall, there 
probably is not an increase in the number of routes. I think there is 
an increase in the mileage of service performed by star routes, and 
there has also been in this metropolitan plan the establishment of some 
interoffice motor vehicle service which we have not had heretofore. 

It is a very fast connection service that we need between nearby 
offices. So there has been some expansion in the motor vehicle serv- 
ice in this plan. 
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Mr. McKzssrn. Mr. Gary, I would like to make a comment on the 
necessity of good supervision to make this plan operative. Each one 
of those 241 post offices has to perform a certain function in a given 
time. Time is the all-important difference—a certain function in a 
given time, because that function must be performed and that mail 
moved to another spot or another operation. This means that we have 
a problem of supervision and training which is very important today 
if we are going to get the service that is inherent in this type of 
program. 


ESTABLISHMENT OF “METRO” PLAN IN ATLANTA 


Mr. Gary. There has been some discussion about this plan in the 
Atlanta region, has there not ? 

Mr. McKissrn. It has been installed in the Atlanta region, sir; 
very recently, November or December. 

Mr. Haun. November. 

Mr. Gary. You haven’t had much chance to ascertain the results? 

Mr. McKissrn. It takes time to get this plan organized. The At- 
lanta “Metro” covers an area of 26,000 square miles. That is a rather 
large area covered by the Atlanta “Metro.” 

Mr. Gary. What did you estimate the savings would be as a result 
of that ? 

Mr. Barnes. Mr. Chairman, it shows that probably the whole 
rearrangement in Atlanta for the time being, at least, will cost us 
about $79,000, annually. 

Mr. Gary. You did estimate savings from the closing of the Atlanta 
and Savannah railway post office, did you not ? 

Mr. Barnes. There undoubtedly would have been some savings, 
certainly, from that actual closing. 

Mr. Gary. How do your estimated savings and your actual savings 
there compare ? 

Mr. Barnes. Iam not sureI get your question. 

Mr. Gary. You estimated certain savings there from closing that 
office, as I understand it. What I want to know is: Did the savings 
materialize ? 

Mr. Barnes. Mr. Hahn, he is referring to RPO service between 
Savannah and Atlanta. 

Mr. Haun. IJ will have to check my memory, but I think it was in 
the neighborhood of $270,000 a year, the net savings resulting from 
the discontinuance of RPO service on that line. 

Mr. Gary. Is that about what you had estimated ? 

Mr. Haun. It is, yes, sir. When we were notified by the railroad 
company that the train would be withdrawn, we made a survey, a 
determination as to what the replacement service should be, and 
estimated what the cost of that replacement service would be. It 
turned out to be approximately in accord with the estimate. 

: apo Do the members of the committee have any questions on 
nis plan? 

Mr. Canrietp. Yes, Mr. Chairman. 

Mr. Gary. We will take up only questions on the metropolitan area 
plan at this time. 

Mr. Canrietp. Mr. McKibbin, your presentation this morning in 
a sense reminds me of a song sung by the leading actor in a top hit 
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on Broadway, “The Music Man.” He is a salesman and in his song 
he uses a punchline which is this: “You have got to know the terri- 
tory ; you have got to know the territory.” 

A order for this metropolitan program to work out, you have got 
to know the territory. 


WASHINGTON, D.C. METROPCLITAN AREA PLAN 


Mr. Hahn, where is Washington, D.C., on the map here in this 
room—a copy of which has been placed in the record ? 

(Witness points.) 

’ Mr. Canrretp. Those two red circles there, they indicate the loca- 
tion of what centers? 

Mr. McKresrn. Silver Spring and Arlington. The two concen- 
tration centers. 

Mr. Canrietp. They are the concentration centers ? 

Mr. McKresrn. They are the centers that keep mail that isn’t going 
to be delivered in the Washington post office delivery area, out of 
Washington. 

You see, one of the big problems has been that heretofore much of 
this mail from the outlying area came right into the big central post 
office and got mixed up with all the big post office mail. And that 
delayed it, because it arrived during the time period in the evening, 
usually from about 4 to 9:30, when you are working to get out your 
key dispatches. 

So the concentration center keeps mail that is not to be delivered at 
the metropolitan center post office out of that large post office, thus 
expediting both the area mail and that which goes outside the area to 
the south, east, north, and west. And those two centers do that. 

Ri Canpuma. The Metropolitan Washington, D.C., office is one of 
the 241% 

Mr. McKieern. That is right. 

Mr. Canrtetp. Does that mean, then, that the mail in the remote 
offices of the 241 setup all goes into those concentration centers ? 

Mr. McKzieern. All the mail in a given office, whether that office be 
down here on the Eastern Shore or anywhere else holds its own mail 
out, that is, for local delivery. They make up any directs they can 
for every other post office or town in that area. Failing that, they 
send those to the sectional center which, by reason of having the resi- 
due mail from many small post offices, makes up more directs. 

The sectional center has some residue which is sent to the concentra- 
tion center, keeping it out of the Washington post office. Any towns 
the truck goes through on the way that he has direct pouches for he 
drops off, so he doesn’t give those pouches a joy ride into the concen- 
tration center. The distribution of mail is all completed in the 2 
concentration centers, redistributed out through the 21 sectional cen- 
ters, which in turn redistribute out to their satellite offices covering 
the entire 241 before next morning in time either for box delivery or 
carrier delivery. 

- Mr. Canrtetp. At all times, of course, the direct connection is em- 
phasized. 

» Mr. McKissrn. When I refer to directs, Mr. Congressman, I mean 
10 pieces of mail for a given office. They tie them out in packages of 
10 or more pieces. That is called a direct. If you have only five 
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pieces, say a little post office here has five pieces, it goes to the sec- 
tional center and is called residue mail. : 

A direct is a package containing 10 letters or more to a given town. 

Mr. Canrrexp. In that program, is there involved a lot of small, 
very small, hauls of mail, necessitating some special contacts? 

Mr. McKipsin. The purpose of the sectional center is to keep local 
mail, local. The purpose is to keep mail from these satellite offices 
from going all the way in the central office only to go back out to the 
same area again. The sectional center, by reason of trapping this 
mail, keeps local mail in the local area, which reduces the joyride you 
give to mail and the time consumed in taking it around the territory. 

Wherever we can, we keep the mail as near where it is going to be 
delivered as possible. Does that answer your question, Mr. Con- 
gressman ¢ , 

Mr. Barnes, maybe this was your thought—in the distribution of 
mail to these satellite offices or sectional centers, one route may cover 
several of these sectional centers, plus their satellite offices. It de- 
pends on the time it takes that route to make the connections, because 
you have to exchange mail between the 241 offices to get the result. 

Mr. Canrtetp. Mr. McKibbin, if the chairman of this committee 
were to mail letters today to people served by these 241 offices in this 
metropolitan plan, how late could a letter be mailed here in Wash- 
ington, D.C., to assure delivery tomorrow ¢ 

fr. McKiesin. This program is set up around a 5 o’clock pickup 
time—in other words, a letter mailed before 5 o’clock will be ph eine. 
the next day. 

Mr. Canrtevp. In any one or all of these 241 offices ? 

Mr. McKissrn. Yes, because they are all interconnected during the 
night. It has to work unless somebody just fails by throwing a pouch 
in the wrong place by mistake. 

Mr. Canriexp. The reports I get from the largest metropolitan area 
in the country—the New York metropolitan area—so far have been 
very good. I want to ask a question, too, along this line. How about 
le gata letters in this metropolitan program? How are they 

an 

Mr. McKissrn. They would be as expeditiously handled as any. 
other mail. I mean, if they are local specials, they will be delivered 
right out of the office in terms of special delivery procedure. If they 
“i — for any other office they will get the same expeditious 

andling. 

Mr. a Further reference, Mr. Canfield, about your previous 
question about the time of mail deposited in the District of Columbia 
that might be expected to reach all of this area, actually the 5 o’clock 
we have set up as a guarantee from the most outlying office on one 
side to the most. outlying office on the other side. Actually mail de- 
posited in the Washington, D.C., post office later than 5 o’clock would 
actually connect through these concentration centers to reach these 
outlying areas because the dispatch from the concentration center 
doesn’t come until after midnight. 

So mail that has been processed in Washington and reaches Silver 
Spring in time for maybe a 1 a.m. or 2 a.m. dispatch, would also be 
delivered throughout this area. 
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Mr. McKiesrn. That is really a safety factor for the program, and 
also encourages patrons to mail earlier, which is good for the econom- 
ics of any postal system—to get the mail in early. 

Mr. Gary. How about intracity mail? Washington or any other 
large city ? 

Mr. Haun. This, of course, is the beginning of the metropolitan 
plan to assure that we get next-day delivery of all of our local mail. 

Mr. Gary. What do you mean by “next day” ? 

What time would that have to be delivered ? 

Mr. Haun. We propose to deliver everything the next day which 
is collected on the preceding day. Our collections in Washington, I 
think, are as late as 10 o’clock, in certain areas, so that the mail col- 
lected that late in the areas where we have that late collection service 
would be delivered the next day. 

In no area do we collect earlier than 5 o’clock for the last collection. 

Mr. Canrtetp. Mr. McKibbin, through the years hasn’t your big- 

est bottleneck been in a situation where you were mailing a letter 
ere, say, for the post office, and it had to go to some terminal and 
then be routed back here and there would be an unfortunate delay? 

Now, as I take it in this metropolitan plan, you have some program 
where you get the mail here expeditiously, is that the idea ? 

Mr. McKresrn. No, that isn’t exactly the idea, but you stated the 

roblem. For example, as a case in point, we had some people in 
peace i Va., whose problem was that they never got the Wall 
Street Journal until the second day. Now they say “We are getting 
it a day earlier. What has happened ?” 

What has happened is that each of these centers collects mail from a 
local area, and by reason of distributing it in the area rather than tak- 
ing it into town for distribution you save time. And the distribution 
of mail from the Washington post office, which would be the Wall 
Street Journal, gets out there in time to be delivered the next day to 
these people. It works both ways. 

One of the reasons, answering Mr. Pillion’s question, is that the 
Metro plan has a tendency to insure better delivery in post offices like 
Washington, because you keep this extraneous mail from getting in 
there at the peak hours when they have all the problems of handling 
intracity distribution. You block this mail in the concentration cen- 
ters. You keep mail that isn’t going to be delivered in Washington in 
the concentration centers. 

Mr. Canrretp. Take the situation in my home area: It used to be 
that a letter mailed in Little Falls, N.J., destined for Paterson, N.J., 
had to go up to Hoboken terminal in order to get there, necessitating 
a delay, which was of some concern and some complaint. 

Now you have erased that bottleneck and it is a direct connection. 


COST OF METROPOLITAN AREA PLAN 


Mr. Steep. Mr. McKibbin, you say you have the 19 programs in be- 
ing now at a cost of $1,200,000 approximately? That is the immediate 
plus cost. How many people do these 19 areas serve, 

Mr. McKiseen. 58 million. 

Mr. Steep. Have you projected the probable cost of having all of the 
areas in being that you plan ? 
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Mr. McK iesrn. What I pout is that we will be smart enough as 
good businessmen to keep the cost from increasing at all and still give 
our patrons better service. That is the result I am trying to get and 
we are now getting it to a greater degree, with better understanding of 
the business approach to this problem. So we hope the costs won’t 
go up proportionately with the expansion of the plan. 

Mr. Steep. This cost of $1,200,000, is that extra cost over what it was 
costing before? 

Mr. McKies1n. Yes, over what it was costing when in those same 
areas you were getting 2- and 3-day delivery of mail. 

Mr. Steep. Have you ever made an estimate as to the amount of time 
per thousand pieces of mail or per letter or any other unit you may 
go by that you are saving with this system ? 

Mr. McKeen. Would you restate that? Maybe I don’t understand 
the question. 

Mr. Steep. Before you put the system in, there was an average time 
between the time the letter was mailed and the time it was delivered. 
How does the time measure now? What do you estimate the saving 
of time to be? 

Mr. McKissrn. We have checked these areas with test letters, and 
up to approximately 40 percent of test letters in some areas took 2 and 
3 days that are now getting next-day delivery. 

Mr. Steep. Then, actually, what you are doing, you are paying 
$1,200,000 for the saving of a considerable amount of time? 

Mr. McKipsrn. Yes. 

Mr. Strep. You are buying time, in other words? 

Mr. McKipsrn. Yes; except I don’t accept increased costs. My 
whole life’s training has been to get costs out. Often you have to 
start with some increased costs but then you try to get costs out after 
you get a good product. 

Mr. Steep. Do you mean to say that you hope eventually to make 
this plan work at no more than it was costing before the plan was put 
into effect ? 

Mr. McKissrn. That is right. There were areas in which the first 
projection of additional cost was a million dollars, and it is now down 
to about $80,000. We do not believe the plan will result in any per- 
manent increased costs, on a national basis. 

Mr. Steep. That is all. 


EXPANSION OF METROPOLITAN PLAN 


Mr. Atexanper. Mr. McKibbin, you say you have projected about 
80 of these metropolitan plans ? 

Mr. McKiesrn. Eighty to ninety. 

Mr. Atexanper. Has there been any study made or thought given 
to an area like I live in, in which you have got many small towns— 
20,000 people over the area in mileage that would be perhaps the size 
that you have here for the metropolitan area of Washington ? 

What ey has been given to working out some such plan as 
this for them? Would it be economically feasible? 

Mr. McKipern. What is the biggest city near your hometown ? 

Mr. Atexanper. Charlotte is the largest. 

Mr. McKieern. I certainly think that Charlotte would be in line for 
the program. You see, the Atlanta area the chairman asked about 
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covers 26,000 square miles. This Washington area —— to cover 
6,000 miles, approximately. New York, 10,000. It depends on the 
ability of transportation to interconnect the post offices. A Charlotte 
metro program conceivably would take in a great part of the whole 
area you are talking about. 

We would have to look at the map and study the trading area. 

Mr. ALExANDER. Do you have any ratio of area and population as 
to what you intend to cover? 

- Mr. McKiesrn. When I talk about 80 to 90, that is just an estimated 
figure. It is taken from trading center studies, which indicate the 
basic areas covered by the major trading centers. We could go to 110 
or it could stop at 70. You can cover as many points as you want. 

Weare taking the largest centers first and as we expand each trading 
center gets a little smaller. 

Mr. ALexanper. That is true, but it is all based on an economic 
formula as to the cost, and that is the additional cost against the im- 
proved service. I just wondered if you had a formula now as to 
what would be economically feasible and where you would have to 
stop it? 

Mr. McKisern. We stopped in our projections, Mr. Alexander, 
which aren’t final in any sense of the word, at between 80 and 90 which 
would cover over 80 percent of all the mail in the United States. If 
you go up to 95 you get a greater percentage of the mail. We can 
cover the whole country with this plan, because all of these small 
towns, other than in very rare exceptions, are closely associated with a 
buying center of good size. 

Mr. Sessions. May I add a comment, Mr. Congressman, to this point 
at this time ? 

Mr. Avexanper. Certainly. 

Mr. Sessions. I think it might be interesting, Mr. McKibbin, to 
point out that the better the mail service we give, the more economical 
it is. It costs the postal service more money to be inefficient, Con- 
gressman, than it does to do a good job. So I think there is no limit 
to how far we can go in improving the mail service and still increase 
the efficiency and improve the economy. 


COST OF METROPOLITAN AREA PLANS 


Mr. AtexaNnper. Getting back to this metropolian plan in Washing- 
ton, if I understand it correctly, the extra cost for the operation of this 
plan is about $1,200,000 at the present time. 

Mr. McKissin. That was the first guesstimate of the regions of the 
19 plans. Washington actually is doing it at the same cost. They 
came in originally with a need for about $40,000 more, and now they 
are actually doing the job for the same expenditures. You can engi- 
neer costs out of a program such as this. 

Mr. ALExANDER. Let’s go back then to the fact that the extra cost is 
for the entire 19 plans that you have in operation. What is the one 
maior cost that causes this to reach that figure? 

ate, McKissrn. May I modify your statement to say the two major 
costs ¢ 

Mr. ALEXANDER. That will be all right. 

Mr. McKresrn. There [pointing] is the Washington post office. 
Our reason for the two concentration centers, is to keep mail that 
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formerly went in there and got all bogged down in the Washington 
post office, out of the Washington post office. It takes good — 
vision to control man-hours with the new load factor, which is less- 
ened, and get the man-hours out. That is one answer. 

Some of these sectional centers, by reason of being sectional centers, 
will have a little more load than they had when they were post offices 
and not sectional centers. The trick is to keep people from just add- 
ing manpower out of reason, but try to get more of the load handled 
with the same or a small addition in manpower. 

In other words, your manpower should not go up proportionately 
with your load. We have projected in this 1960 budget, 4.3 percent 
increase in volume, and a 3.3 percent increase in clerical manpower. 
We are striving to get more people conscious of the businesslike way 
of controlling the manpower. That is cost No. 1. 

The second is that you have reshuffled the transportation to some 
extent in an area because the sectional centers may require some 
changes in transportation. Often that does not mean any more trans- 
portation, but it means cleaning up the cobweb of routes that aren’t 
as important as they were—I mean that are less important by reason 
of the sectional center concept. 

So this too is an area in which there has to be a control. 

One is the utilization of manpower due to the shift of volume from 
office to office, and the other is the transportation of mail between these 
offices. Those represent the two saving opportunities. 

Mr. ALExANDER. One is a saving though—your utilization of man- 
power after you get it trained. 

Mr. McKissrn, That’s right. 

Mr. Atexanpver. That is actually a saving rather than a cost. 

Mr. McKuesrn. It is this shakedown period that always bothers us. 
As I said, the Washington metropolitan region had a figure of in- 
creased cost because the first tendency is to say “Well, this office is 
getting more mail than they had,” and to add manpower but you do 
not as quickly take away manpower from the offices getting less mail. 
It requires a shakedown period. I would hope when we come to you 
in another year after these 19 areas have had a year’s shakedown we 
will be very close to breaking even, costwise. That is the businesslike 
way and this is the objective I am interested in accomplishing. I am 
getting postmasters interested. That is what pleases me. 

Mr. Avexanper. I think you are doing a good job on this. I cer- 
tainly am very much interested in trying to do it in a businesslike way 
and as economical as we can. 

That is all, Mr. Chairman. 


DELAY IN DELIVERIES DUE TO DISCONTINUANCE OF TRAINS 


Mr. Passman. Personally, I never had any reason to criticize mail 
delivery. I have operated a retail business for 30 years. I do not 
think there are three times during the entire period that I have actually 
had justification for criticizing the Post Office Department because 
of mail service. But some of my constituents do criticize, and I be- 
lieve it might be because they do not understand, as we do, that in 
the past few years it has been necessary to almost entirely change 
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the mode of transportation from the railroads to whatever system 
could be found to handle the mails. 

What success have you had in educating the American people that 
it is not really the fault of the Post Office Department for some delays 
in delivering the mail? In my own congressional district, many of 
the trains have been taken off. All of the smaller lines, by permission, 
have abandoned trains, and, also, some of your through trains used 
to accommodate passengers. 

Mr. McKissrn. It has been my experience that we do not gain a 
great deal with the public when we place the blame on somebody else. 
What they are interested in is better mail service. 

What we are doing with all our postmaster groups and the super- 
visory groups is to have them have full knowledge of this plan. We 
have spent a lot of time with postmasters. These men talk to their 
business associations, and they are the ones that are equipped to 
interpret what this means to, say, Pittsburgh, Pa.—pardon me for 
mentioning my hometown. But it is in the local area where the 
discussion is of value as to what we are trying to do and how mailers 
can contribute to improved mail service. 

We are trying to tie the two things together. Make up the mail 
early, getting the mail early into the post office and the plan for 
improving the mail service ina community. In my opinion the local- 
ized public relations are stronger than national public relations in this 
case. 

Mr. Passman. I am going to have to defend the Post Office Depart- 
ment on some of the tardy deliveries in my congressional district. May 
I put the question this way : When it was necessary for the Post Office 
Department to shift from rail transportation of mails to other modes, 
did that necessitate your having to enter into new contracts, and did 
you find that during such period you were not able to provide as ef- 
fective a mail service as you did under the old arrangement ? 

Mr. McKziesrn. Yes, sir. 

Mr. Passman. What success now have you had in correcting that 
condition ? 

Mr. McKeen. The ideal situation from the mail standpoint is to 
have the maximum of transportation available to you at all times. 
That is the optimum. 

ne rail transportation has dropped 75 to 80 percent over a 20-year 

eriod. 

. _ Passman. And that is no fault of the Post Office Department, 
either. 

Mr. McKiesrn. Our problem is to substitute the transportation that 
= interconnect post offices in a given area and assure next-day de- 

ivery. 

Mr. Passman. Time is required to effect such a plan, but progress 
is being made? 

Mr. McKresrn. We are making real progress, I believe, sir. 

Mr. Passman. Those who may be critical today may have their 
problems completely—— 

Mr. McKisern. Live to bless us tomorrow, I hope. 

Mr. Passman. Thank you, Mr. Chairman. 

Mr. Pruzrton. Mr. McKibbin, I would like to commend you and the 
Post Office Department for your very splendid plan to speed up the 
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mails in these metropolitan areas. I think it is a tremendous efficient 
sort of system and plan. 


COST OF METROPOLITAN AREA PLANS 


Even though it does cost more, I think it is worthwhile in the service 
that is given to the people. But I am struck with the assembly line 
efficiency of the plan itself, and I come back to the question that was 
raised by some of the gentlemen on the committee that the efficiency 
of the plan ought in itself to reduce costs. I am wondering, with the 
efficiencies you have shown here, why the cost actually is not reduced 
rather than increased. 

Mr. McKisern. Our first plan was the New York plan, the most 
difficult area in the United States to move anything. It involves the 
interconnection of 1,300 separate post offices over the most traveled 
roads in America. 

We of necessity had to create or add additional transportation to 
make this interconnection possible. The cost reduction program in 
New York has been increasingly successful. It will require some of 
the facility programing that General Sessions has talked to you about 
to really get the same result in New York for the same or less dollars. 

The second plan was the Washington plan that I have referred to. 
Their immediate projection was a sum of money, I believe in the area 
of about $40,000 plus. Actually after working the program properly 
in the shakedown period, they are delivering mail today on a next day 
delivery at the same dollars. 

Mr. Prtu10n. Over the space of a year or two, then, we can expect 
that this plan will eventually reduce rather than increase costs. 

Mr. McKieern. Our objective, sir, is to move today’s mail today 
and do it in a businesslike way. 

Mr. Piiui0n. I had better step over here. I think I would like to 
just ask one question in relation to Mr. Canfield’s question. 

If you have a letter in this sectional area [indicating] and that let- 
ter is destined for in here [indicating] and you have a pickup that 
picks up this mail and picks up this mail and comes to this concentra- 
tion center, then the letter destined for here will reach that concentra- 
tion center and come on out here. Is that about right? Is that the 
way it works? 

Mr. Haun. It is, sir, except that this concentration center serves 
these particular offices, whereas this one serves—the idea is exactly the 
same. 

Mr. Priuio0n. I am trying to get to what Mr. Canfield had in mind, 
to save that trip from here to here. Do you have in mind a periph- 
eral group that will pick up mail here, for instance, and instead 
of bringing it to the concentration camp, go around like this? Do 
you have any such plan that will do that, and save it from going here 
and then back again? I think that is what you had in mind, was it 
not ¢ 

Mr. Canrtetp. That was the principle, that is right. 

Mr. Pruuion. And then carry it around like this. 

Mr. McKresrn. Mr. Pillion, most of the mail in any area stays 
within the area. The sectional center picks up the mail within a wide 
and localized area and keeps it within the area. A relatively small 
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amount in total then gets into the concentration center. It stays near 
its sectional center. 

Prior to this, however, all this mail tended to come into the Wash- 
ington post office and come in at the wrong time, at the peakload time 
for the Washington post office. So we are keeping local mail local, 
as near as possible. it is only the residue, which is a relatively small 
percentage that gets to the concentration centers. 

Mr. Haun. We are very cognizant, too, of the suggestion that the 
Congressman has made, that we can interconnect on a peripheral basis 
without having to come into the center with all of the mail. 

They have to be tailored to the particular area. 

Mr. Pittion. As long as we understand the problem. Thank you, 
Mr. Chairman. 

CLASSES OF POST OFFICES 


Mr. Conte. Mr. McKibbin, in the Frederick area of your diagram 
you mention a small first-class post office. What constitutes a first-, 
second-, third-, and fourth-class post office ? 

Mr. McKissin. A first-class post office is a post office with receipts 
of $40,000 or more—annual receipts. 

Mr. Conte. How about a second class ? 

Mr. McKissrn. A second class has receipts of $8,000 to $40,000. 

Third class is $1,500 to $8,000. 

Mr. Gary. They are the so-called public service offices. 

Mr. McKiesrn. Under $1,500 is fourth class. 

Mr. Contr. What is that first-class post office there / 

Mr. McKise1n. Do you mean the volume of that office? 

Mr. Conte. Why do you have these first-, second-, third-, and 
fourth-class post offices? What is the difference ? 

Mr. McKiesrn. May I ask Mr. Barnes to answer. He has been in 
the postal service a long time. 

Mr. Barnes. At first- and second-class offices, for example, the sal- 
aries of clerks are at a different rate to those at third-class offices. 

Mr. Conte. Is that the only difference—the pay scale? 

Mr. Barnes. First and second class are the same pay scale. Third 
class has a lower pay scale. 

Mr. Conve. Is that the only difference between a third and a second, 
is the pay scale of the employees? 

Mr. Barnes. That is the primary difference. Except for rural 
service we do not provide residence delivery from offices of the third 
and fourth classes. 

At a fourth-class office there is just a postmaster who in some cases 
has a very small amount allowed for clerical help. There are no clas- 
sified clerks in fourth-class offices. 

Mr. Avexanper. In the third, do you not have some employees that 
work 4 hours a day or less hours than the regular time? 

Mr. Barnes. We have, Congressman, in any class of office, part- 
time employees. But in the third class, practically all of the employ- 
ees are part time, who work from 2 hours and up a day. 
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“PUBLIC SERVICE” OFFICES 


Mr. Conte. Getting back to the question the chairman asked, Gen- 
eral, these third- and fourth-class post offices are given certain priv- 
ileges under public service ? 

Mr. Barnes. It seems that is what they had in mind last year when 
the law was enacted requesting us to arrive at the dollar value of the 
public service rendered by third- and fourth-class offices. They also 
included star routes and some other ser'vices. 

Mr. Gituetre. Mr. Conte, we do not feel that the activities in third- 
and fourth-class offices are any more a public service than any other 
segment of our distribution system. They are simply an integral link 
in the whole chain of distribution. They, in our opinion, deserve no 
separate category. Public Law 85-426 to which you refer did list 
what they called an alleged loss on star routes and third- and fourth- 
class post offices as a so-called public service. 

But we have testified before this committee that we know of no prac- 
tical way of computing any such loss, if any exists. 

Mr. Conte. General, is there any of these metropolitan area plans 
in Massachusetts at the present time ? 

Mr. McKiss1n. Connecticut has a plan in operation and in Massa- 
chusetts, Boston will be activated very shortly. 

I might comment on the point General Gillette made. One of the 
things that has been interesting to me is the interest of small post 
offices in this program. When I started talking to them about improv- 
ing the mail service in a businesslike way, many of these postmasters, 
most of them ladies, would say to me “General, I have a very small 
office. How can I make a contribution to better service? I am inter- 
ested in this program.” 

Now, they see through this program the very thing that General 
Gillette was talking about. Mail, wherever it is, is important to the 
sender and to the receiver, and whether they are a fourth-class office, 
a third, or whatever they are, they are tied into the mail movement 
pattern in the area. I have so many letters here from small post 
offices, many of them from New Jersey, Congressman, that are com- 
menting on the improved service through this “metro” plan and the 
part they are playing in it. 

Mr. Prx10Nn. Will the gentleman yield? 

Mr. Conte. Yes, sir. 

Mr. Pirtuion. What is the status of Buffalo in relation to this 
metropolitan plan? Do you have that? 

Mr. Barnes. It is in process right now. 


METROPOLITAN AREA IN OPERATION AND PLANNED 


Mr. McKiesrn. There are 35 more areas to be activated this cal- 
endar year. I can give you a list of the 19 presently operating if 
you want it for the record. 

Mr. Gary. I think it will be well to put in a list of the 19 metro- 
politan centers that have already been activated, and also do you 
have a list of those that are now in process of activation ? 
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Mr. McKiesrn. Within the next 6 months, let us say ? 
Mr. Gary. Yes. 

Mr. McKiesrn. We shall prepare sucli a list. 

(The information follows :) 


METROPOLITAN AREAS 


METRO AREAS IN OPERATION DECEMBER METRO AREAS PLANNED, JANUARY 1-JUNE 
31, 1958 30, 1959 


Atlanta State of Connecticut 
Detroit State of Massachusetts 


Cincinnati Dallas-Fort Worth 
Houston Jacksonville 
Denver Pittsburgh 
Birmingham Indianapoils 
Minneapolis Phoenix 


Albany Buffalo 
New York Seattle-Tacoma 
Philadelphia Omaha-Lincoln 


Portland Kansas City 
St. Louis Chicago-Gary 


Los Angeles Cleveland-Akron-Youngstown 
San Diego Louisville 
San Francisco New Orleans 
Baltimore Salt Lake City 
Eastern Shore, Md. Memphis 
Washington, D.C. Nashville 
Wichita Milwaukee 
Rochester, N.Y. 
Richmond 
Greensboro 
Mr. McKissrn. Buffalo will very definitely be a metropolitan area, 
and the area is being studied right now to determine the size and the 
number of offices that will be included in that metropolitan plan. 
Mr. Puuuton. Thank you, very much, 


METROPOLITAN PLAN FOR MASSACHUSETTS 


Mr. Conte. General, are you considering any other area in Mas- 
sachusetts besides the Boston metropolitan area ? 

Mr. McKisern. When you take in the Greater Boston area and the 
real area that it serves, you are covering a great part of Massachusetts. 

Mr. Conte. Massachusetts can almost be divided off into two 
areas—the eastern part of the State and the western part of the State. 
Many feel that we in western Massachusetts still belong in Indian 
territory when it comes to any of these programs. I am wondering 
if you have given any thought to establishing a metropolitan area 
in western Massachusetts. 

Mr. McKiesrn. Congressman Conte, your question is related to Mr. 
Alexander’s question, we have picked, in graduated size pretty much, 
the largest buying centers of the Nation. We have asked each of our 

“regions to activate at least one. That is why we have 19. 

They can filter down sizewise. There is no stopping point. But I 
am sure that by the time this is completed, a concentrated area like 
New England will have practically, if not entirely, full coverage of 
the metropolitan area. 
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Mr. Conts. General, I would appreciate it if you would give some 
consideration to establishing a metropolitan area in western Massa- 
chusetts. 

General, I have a letter here from one of my constituents that runs 
a large paper factory making cigarette wrapper paper. He wrote to 
General Summerfield on February 3. He sent out first-class mail, a 
box of 1,600 W-2 forms for their employees at their home office in 
Wisconsin. He mailed this on January 21. These forms had to be 
in by January 30, 1959, under the internal revenue law. 

They reached Wisconsin on January 30, 1959, In other words, it 
took 9 days, first-class mail, to deliver this small package. Do you 
have any comment to make on that ? 

Mr. McKierrw. I would be glad to take that case and see if we can 
run it down. I am as interested in correcting those situations as is 
your constituent. 

Mr. Conte. I think we could have gotten it there a little faster by 
Pony Express. 

Mr. McKziesrn. Let us run that case down and see what we can find. 
It will be very interesting. 

Mr. Conte. No further questions, Mr. Chairman. 


DISCONTINUANCE OF FOURTH-CLASS OFFICES 


Mr. Passman. Mr. Chairman, we were discussing the different types 
of post offices—first, second, third and fourth class. With this new 
system, would it be necessary or advantageous, moneywise, to abolish 
more fourth-class post offices that are costing a lot of money to operate 
today ? 

Mr. McKipsrn. We have a formula for consideration in discon- 
tinuance of fourth-class post offices. 

Mr. Passman. You will be able to discontinue more of them with 
this improved system of handling mail, will you not? 

Mr. Barnes. It would not change it very much, some, possibly. 

Mr. Passman. I, personally, have never been in favor of continuing 
a fourth-class post office if you can deliver equal service by R.F.D.’s. 
I do not think I have ever requested that the Department continue a 
fourth-class post office in my district where you could provide adequate 
mail servce by R.F.D.’s. 

In the interest of economy I shall maintain my position. Your job 
is to deliver the mail as economically as you can. 

Do you have to give considerable weight to these demands that you 
must not abolish a particular post office because it keeps the com- 
munity together ? 

Mr. Barnes. Absolutely. We hear that in many of the cases where 
we consider the discontinuance of an office. They say “This will kill 
our community. It will cause us to lose our school, our churches, our 
stores and so on.” 

We have been very fortunate and have discontinued more than 4,500 
post offices in the past 6 years. We have been, we feel, very successful. 

Mr. Passman. What is the lowest fourth-class post office in the 
matter of annual receipts? 

Mr. Barnes. You mean when we would consider discontinuance? 
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Mr. Passman. When the receipts in a fourth-class post office reach 
a certain low, is that reason to discontinue it? 

Mr. Barnes. Of course, generally the lower the receipts, the smaller 
the office is; and that has a major bearing. Before an office is dis- 
continued the number of stamp sales and other transactions are taken 
into consideration and we likewise take into consideration the distance 
patrons are from service, whether we can get rural delivery to the 
front of their houses, how many money orders they buy each year, how 
many registered letters they mail, how many c.o.d.’s they receive, 
and so on. 

Mr. Passman. Are there not some fourth-class post offices where the 
actual receipts are less than $300? 

Mr. Barnes. That is right. 

Mr. Passman. And the costs may be $1,500 to maintain that partic- 
ular post office ? 

Mr. Barnes. That is right. We figure we save on an average of 
$1,400 annually for each one of these small offices we discontinue. 

Mr. PassMAN. Does it make real sense that selling $300 worth of 
postage stamps in a community would maintain a school and a church 
and a commissary and other community functions? 

Mr. Barnes. We discount that kind of argument very much. 

Mr. Passman. Thank you very much, Mr. Chairman. 


POST OFFICES DISCONTINUED, 1949-58 


Mr. Gary. Just what is your policy, Mr. McKibbin, in the discon- 
tinuance of post offices? 

Mr. Barnes. Mr. Chairman, we give consideration to the discon- 
tinuance of offices when a postmaster is retiring or has died, or when 
we feel that that office is not needed, particularly when the postmaster 
can be retired as a result of his age and the number of years service. 
And of course we always make certain that we give equivalent serv- 
ice by some other means. 

Mr. Gary. Can you give us a table showing the number of post 
offices discontinued over the last 10 years? 

Mr. Barnes. We can give you that for any number of years. 


Post offices discontinued, 1949-58 
Number el Number 
Fiscal year: discontinuea | ¥ iscal year—Continued discontinued 
1954 ee 
1955 1, 108 
1956. 813 
1057... 497 
1958_ 714 




















REQUEST FOR AUTHORITY TO TRANSFER FUNDS 


Mr. Gary. Mr. McKibbin, under the proposed language giving 
the Postmaster General authority to transfer funds, what would be 
the relationship between mail volume and sums of money transferred ? 

Mr. McKissrn. I believe Mr. Noble testified on that point, Mr. 
Chairman. Would you like to have him answer? 

Mr. Gary. Yes, sir. 
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Mr. Noster. It would be our intention, Mr. Chairman, to request 
additional funds needed to handle the added volume to the extent that 
they were required. This would be in the area of activities of clerks, 
supervisors, to some extent carriers, and transportation. They are the 
activities directly affected by volume. 

We would justify our requirements for additional funds in terms of 
added workload in those activities as a result of the increased volume. 

Mr. Gary. At what intervals would the proposed determination of 
transfers be made ? 

Mr. Nostz. We would not expect that we would have to do it more 
than once a year unless there were some economic upset of some kind, 
such as a national disaster, for instance, which deranged the mail 
service in some way. We believe we can anticipate most trends during 
the year, for the year, and ordinarily we wouldn’t have to do it more 
than once a year. 

Mr. Gary. What would be the determining factor actually—the fact 
that operations are running short of funds? 

Mr. Nosiz. There would be first an indication that the mail volume 
was running ahead of our estimates. This would be indicated by reve- 
nues and also by our data that we get every accounting period from 
se larger offices of the number of pieces of mail handled by those 
offices. 

It would be based, in other words, on actual statistics of mail volume, 
which would indicate why we would be running short of funds. If our 
financial situation were due to some other action, some other circum- 
stances, if our costs were running ahead simply because we had under- 
estimated them, we could not exercise the transfer right under this 
language. We would be in the same position we always have been 
with respecttothat. 

Mr. Gary. Then you would have two criteria upon which you 
would make your determination. One is that the mail volume is 
increasing. The other is that funds are running short by reason of 
that fact. 

Mr. Norte. From an overall viewpoint, the determination would 
be made, Mr. Chairman. There might be an increase in one region 
or in one post office. On the other hand, there might be decreases in 
other areas where we would be able to shift funds internally within 
the appropriation. 

The special authority would only apply if in the aggregate, for the 
Nation as a whole, there appeared to 4 such increases in volume. 

Mr. Guterre. I think it is very important to stress, Mr. Chairman, 
as Mr. Noble did, that this is not designed simply as a method of 
adding funds to the operations appropriation «Meat of running 
short for any reason other than an increase in mail volume over that 
which was forecast at the time of the Congressional action. 

a, Gary. Is this not a situation that is rather difficult to pin 
down? 

Mr. Gittette. It is not easy to pin down, except in terms of the 
ratios of mail volume and man-hours that exist at the time that the 
situation arises as compared with the historical ratios that have ex- 
isted in previous periods and previous years. 

While applying those ratios to an evidence of rising mail volume 
above previous estimates and projecting those ratios to the projected 
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increase in mail volume, we feel that we could produce an additional 
fund requirement which would be entirely supportable. It is de- 
signed simply to cover the situation where we have for one reason or 
another underestimated the mail volume on which the Congress has 

iven us our appropriation. It is for no other reason, as the language 
itself states. 

Mr. Gary. Would it become necessary for the Congress to estab- 
lish an estimate of mail volume related to the final appropriation ? 

Mr. Guterte. Mr. Chairman, there would be an implicit establish- 
ment of a volume estimate in the action of the Congress, I would 
believe, in making the appropriation. 

Mr. Gary. How could we establish an estimate of the mail volume 
related to the final appropriation ? 

Mr. Gitterre. There is an established relationship in our presenta- 
tion, Mr. Chairman, as indicated for the year 1960, a mail volume 
increase of 4.3 percent, and a certain number of man-years, and a 
certain number of pieces per man-year, which we have set forth in 
the budget as compared with previous years. It is basically on that 
relationship, pieces per man-year, that we can relate that portion of 
the operations budget which varies with volume. 

Mr. Gary. We have asked you to supply for the record calcula- 
tions for certain other percentage increases. 

Mr. Gitetre. That is correct, Mr. Chairman. We are working on 
it, and we will supply that before the hearings are over. 

(The information appears on p. 91.) 


REDUCTION IN REGIONAL PERSONNEL 


Mr. Gary. What is the annual cost reduction associated with the 
reduction of 450 regional personnel mentioned in your opening state- 
ment, Mr. McKibbin ? 

Mr. McKussrn. $2,450,000. 


MAILSTER VEHICLES 


Mr. Gary. What are your plans for Mailster vehicles? 

Mr. McKiesrn. We had in operation, as of June 30, 1958, 1,914 
Mailsters. The number added since June 30 was 658, or 2,572 in op- 
eration today. 

The number to be added for the balance of the fiscal year 1959 is 
3,237 Mailsters, a grand total of 5,809 for 1959. 

. yg number to be added in fiscal year 1960 is 3,650, or a total of 
459. 

Mr. Gary. What is the unit price at which you estimate those for 
1960? 

Mr. Barnes. Approximately $900. 

Mr. McKipsrn. Facilities will be able to answer that. It is ap- 
proximately $950, isn’t it, Mailster costs in 1960? 

Facilities will have that figure. 

Mr. Sesstons. I think we had better furnish that exact figure, be- 
cause we are buying a different type of vehicle in the future over what 
we have in the past, and I don’t Ealiove we have a large volume, 





Mr. Gary. Didn’t a recent news article say that price had been 
reduced to 700-odd dollars? ; 

Mr. Szsstons. That is on the one-cylinder Mailster, Mr. Chairman. 
The Department is seriously considering utilizing a two-cylinder 
vehicle, which will cost more. 

We can give you the figures as to the latest prices on those two- 
cylinder vehicles. 

(The following information was supplied subsequently :) 

Under the last contract for one-cylinder Mailsters, the price was $780. The 
price for the 10 two-cylinder Mailsters procured for experimental purposes was 
$1,540. These were prototype vehicles, substantially handmade. Indications are 
that assemblyline production would reduce this price to $1,000. 

Mr. Sessions. There are many parts of the country where the De- 
partment has found that the one-cylinder vehicle doesn’t have enough 
power to do an adequate job. 

Mr. Gary. It was questionable when you first adopted the Mailster 
whether you would be able to use it ——— the United States. 
Are you now finding it serviceable generally throughout the United 

tates ¢ 

Mr. Sesstons. I will let General McKibbin answer that. 

Mr. McKresrn. There are areas where it isn’t ideally applicable, but 
ser throughout the United States there are good applications 

or the Mailsters. 

Mr. Sessions. May I add to that: 

As an example, I live in Georgetown, in the District of Columbia 
Mr. Chairman. The narrow sidewalks and the crowded condition of 
the streets make it very difficult for a carrier to get through many 
streets with a Mailster. In my own neighborhood the carrier uses a 
cart very successfully. 

Mr. Barnes. Mr. Chairman, also the new type, the two-cylinder 
Mailster, can be used many places where the other type could not. For 
example, we found it very successful in States like Iowa, Michigan, 
New York, places pretty far north. 

Mr. Gary. That is on account of the weather ? 

Mr. Barnes. That is right. 

Mr. Gary. You can overcome weather conditions better with the 
two-cylinder Mailsters ? 

Mr. Barnes. That is right, and more rugged terrain. 


MAIL HANDLING AND WINDOW SERVICE 


Mr. Gary. Of the total 1960 budget for operation, what part is for 
mail handling? 

Mr. Barnes. $1,359,108,000 is for mail handling and window 
service. 

Mr. Gary. That is for mail handling and window service? 

Mr. Barnes. Yes, sir; collection and delivery service is $1,103,- 
490,000. That includes city delivery, special delivery, and rural de- 
livery, as well as collection service. 

Mr. Gary. In other words, you have collection and delivery 
a ag together in one item ? 

r. Barnes. That is right. We cannot give them to you separately. 
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DAILY UTILIZATION OF MOTOR VEHICLES 


Mr. Gary. What is the average daily utilization in hours of service 
of the motor-vehicle fleet of the postal establishment ? 

Mr. Barnes. I think that is about 514 hours for Mailsters. We 
can get that exactly for you. 

Mr. Gary. You mean each vehicle, on the average, is used approxi- 
mately 514 hours a day? 

Mr. Barnes. Yes. 

Mr. McKzissrn. Mr. Chairman, we will furnish an exact figure on 
that. 

(The following information was supplied subsequently :) 

Overall fleet utilization is 8 hours per day. Utilization of Mailsters is 5 hours 
per day. 

Mr. Gary. You are not using 2-ton trucks for special delivery now, 
are you? 

Mr. Barnes. Absolutely not. 

Mr. Gary. What kind of absences are provided for by the allow- 
ance for paid absences on page 209 of the justification ? 

Mr. Barnes. That would be sick leave, annual leave, terminal leave, 
and holiday leave, as well as military leave and jury duty. 

Mr. Gary. We notice it went up from an average of $938 per em- 
plovee in 1958 to $1,047 per employee in 1960 

Mr. Guerre. Mr. Chairman, the 10 percent increase in salaries 
would account for most of that increase. 


DISCONTINUANCE OF POST OFFICES 


Mr. Gary. How can the reduction of service to the public by 
the constant reduction in the number of post offices, stations, and 
branches be reconciled with the announcements of extended service 
through extension of rural routes? 

Mr. Barnes. When we discontinue a post office, we almost invari- 
ably have to extend the rural service to cover those patrons. When 
we take the post office out, we do our best to provide rural service 
to the front of the residences of the patrons, 

Mr. Gary. What comparisons can be made of the relative cost 
of these services to the public? 

Mr. Barnes. We figure for each post office discontinued, we save 
about $1,400 annually. 

Mr. Gary. Do you save $1,400 after including the additional cost 
of rural route service? 

Mr. Barnes. Yes, sir. 


CARRIER MECHANIZATION PROGRAM 


Mr. Gary. The carrier mechanization program shows more than 
a fourfold increase from 1958 to 1960, and over the same span, total 
man-years for city delivery carrier service increased from 150,548 
to 159,949. 

In view of these figures, is the carrier mechanization program 
proving effective? 

Mr, Barnes. The reason that looks out of line is because of the 
fewer stops served by a carrier as a result of the suburban territory 
that is being added. 
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The Mailster program is helping on that. 
Mr. Gary. Can we expect it to produce economies ? 
Mr. Barnes. We figure that each Mailster will save us about $1 
a day net. 
TRANSPORTATION OF THINGS 


Mr. Gary. What caused the increase in “Class 03: Transportation 
of things,” from $51,860,593 in 1958 to $65,376,078 in 19604 

Mr. Barnes. Was that question movement of things? 

Mr. Gary. Yes; “Transportation of things.” 

Mr. Barnes. That was due in part to rural carrier equipment main- 
tenance for the additional mileage of routes. 

Mr. Guerre. Mr. Gary, I think perhaps Mr. Bruce would clarify 
our answer to that question. What was the increase you asked about ? 

Mr. Gary. “Transportation of things, 03.” 

Mr.-Bruce. In the main, Mr. Chairman, the increase is as a result 
of Public Law 85-399, which increased the equipment maintenance of 
rural carriers from 9 cents a mile to 10 cents a mile. It ran the cost 
up about $7 million a year, which would account for about half the 
increase in that 03 item. 


USE OF SIMPLIFIED OR STANDPOINT SCHEMES IN LIEU OF GENERAL 
SCHEMES 


Mr. Gary. Mr. McKibbin, previously in this hearing I inserted in 
the record some recommendations that were made to me by a postal 
employee concerning the personnel examinations. He has another 
recommendation apatng with operations that I would like to read into 
the record at this time. 

It isas follows: 

“I wish to suggest that the various post offices in our Nation dis- 
continue the use of simplified schemes and standpoint schemes and 
return to the use of the general schemes. I wish to give my reasons 
for this suggestion. 

“As you know, the general scheme of a State lists all post offices in 
that.State by counties. All supplies of each post office in the scheme 
are shown whether it is a train, bus, or air service. If all trains on a 
railroad that supplies an office do not serve that particular office, it is 
so indicated. Clerks learning this scheme of some certain State not 
only learn how the various post offices in that State are supplied with 
mail, they also become familiar with ‘junctions’ where trains exchange 
mail. A clerk learning the general scheme of a State has much valu- 
able knowledge that is necessary in working mail for that State. 

“Sometime ago our office was instructed to use a ‘simplified’ scheme 
of the various States worked according to railway post offices at our 
office. The simplified scheme is or was prepared at our office by one 
of our postal clerks that understood the general scheme. It gave little 
information except that a certain post office would be dispatched from 
our office a certain way between certain hours then some other way 
during other hours. The clerks that learned the simplified scheme 
learned practically nothing except to dispatch a piece of mail accord- 
ing to the book. He would not be capable of taking a general scheme 
and preparing a simplified scheme if he never learned anything other 
than the simplified scheme. The result was that postal clerks learn- 
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ing the simplified schemes did not develop as well as one learning the 
general scheme. 

“The simplified scheme has been lately replaced by the standpoint 
scheme. An employee of the postal transportation training staff calls 
at our office. He takes the general scheme and eliminates many of 
the supplies listed in the general scheme and routes our first-class 
mail for us. This employee is an excellent gentleman and I believe 
is very capable. However, I believe he is doing work that should be 
done by the employees in the various post offices that he visits. I 
believe that when someone else does the brainwork and thinking that 
we should do, we fail to develop. 

“T do not object to inspectors or other designated employees of the 
postal service checking on our office to see if we are on the job, but 
I believe each post office needs well-trained clerks to handle the mail 
at their particular office. 

“It is my honest opinion that a discarding of all simplified schemes 
and standpoint schemes and a return to the use of the general schemes 
will improve the quality of postal clerks and improve the handling 
of the mails. 

“Postal clerks that came into the service before the simplified or the 
standpoint schemes were used learned the general scheme. I do not 
believe it is asking too much of them to learn the general scheme 
now.” 

Mr. McKapsrn. Mr. Chairman, I would like Mr. Hahn to comment 
on that, because he has been working with that problem. 

Mr. Haun. I think, Mr. Chairman, that what your correspondent 
has said is well taken; that there are many places in the country 
where we do not have enough general scheme knowledge in post 
offices. We have a program now in the postal service of training 
people in general scheme distribution to a greater extent than we have 
had in some time. 

I would say that there is a limit to the need for general scheme 
knowledge. I think every employee should have all the knowledge 
that he needs to do his job. We shouldn’t require employees to learn 
general schemes who have no opportunity to use them. 

In many of our large post offices we dispose of 65 to 80 percent of 
our outgoing mail by alphabetical distribution. In other words, we 
pick out the direct post offices which get enough mail to warant a 
direct—10 pieces or more. 

I think it would be unwise, therefore, to require all of the em- 
ployees who work in a large outgoing mail section to know the gen- 
eral scheme because they would never get a chance to use it. But we 
do need a hard core of general scheme distributors in every post office, 
and this we are concentrating on. 

Mr. Gary. The committee will adjourn until 2 o’clock. 


AFTERNOON SESSION 


Mr. Gary. Mr. Canfield, I completed my examination this morning 
on the item under consideration. You may now proceed. 
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HANDLING OF COMPLAINTS 


Mr. Canrietp. Mr. McKibbin, you have told us about the con- 
ferences that you have from time to time with representative post- 
masters throughout the country. Some time ago there was a story 
in a national periodical about a New England postmaster who in his 
advocation to his assignment went out of the way to exalt courtesy 
to postal patrons, and whenever a complaint was filed with him, made 
it his special undertaking to visit personally the complaining party 
and, if possible, resolve the matter. 

I have nothing to do, of course, with the running of the post offices 
in the district I represent. That is your job. But I do frequently 
talk to the postmasters in my district about this story and I am glad 
to report that uniformly they are applying themselves in the same way. 

In other words, they are trying to be good will ambassadors for 
Uncle Sam, the Post Office Department, and do a real job. 

Would you be willing, Mr. McKibbin, briefly, to comment on this 
matter of courtesy ? 

Mr. McKieern. I will be very happy to. Mr. Canfield, one of the 
functions of a postmaster is very definitely a public relations function. 
It has been my experience that the quicker you get to the patron who 
has a problem and explain the situation, the better public relations 
you have. 

Often the delay of an explanation causes more irritation, and you do 
not get the credit if you delay an explanation. 

This postmaster to whom you refer had in my opinion the ideal 
concept, of taking the problem immediately, either finding the solu- 
tion, or explaining the reason for the delay. 

Mr. Canrrecp. Mr. McKibbin, I appreciate that a postmaster in 
New York City, a postmaster in Boston, Mass., a postmaster in Wash- 
ington, D.C., cannot make special visitations to complaining parties 
when there are complaints. But I do think that in most other cities 
and towns in the land that that kind of an approach is a salutary, 
wholesome approach. Do you not agree? 

Mr. McKiesrn. I certainly do. 

Mr. Canrietp. I appreciate in cities like New York City it may be 
difficult for postmasters to maintain the type of a relationship de- 
scribed. But certainly they will want to do what they can. 

Mr. McKissrn. Actually, Mr. Congressman, postmasters in all size 
offices have an opportunity public relationswise. You referred to 
New York City. The acting postmaster in New York has over the 
past few months held a number of key meetings with patrons to show 
them how they can get the results of better service in the New York 
post office, and it has proven very productive from the patrons’ stand- 
point and helpful to the postmaster. 

Mr. Canrtetp. I mentioned New York City because that is the 
metropolitan area in which I live. 

Mr. McKipzrn. That is just one example. There are dozens of 
examples. 
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Thold in my hand a picture of the training session of Wichita, Kans., 
of January 30 and 31. This was attended by approximately 800 post- 
masters. Some of these postmasters traveled a.distance of 700 miles 
at their own expense to be a ‘mad to a meeting that was dealing with 
the problems of improving the mail service in a businesslike way. 


COURTESY OF POSTAL CLERKS 


Mr. Canrietp. We have been talking about postmasters. It is my 
understanding it is the policy of the Department to do all it can to 
promote courtesy among the army of postal workers from the top 
right down the line. Do you wish to comment on that ? 

Mr. McKissrn. It certainly is. One of the training films to which 
General Lyons referred yesterday, I believe, is a training film on how 
to handle your patrons at window service. That has been a construc- 
tive force in improving the relationship between the postal worker 
and the patrons. 

ADDITIONAL CITY CARRIER ROUTES 


Mr. Canrietp. Mr. McKibbin, we have been talking about the 
growth of Suburbia, U.S.A., in these hearings, as we have in other 
years. How many new city carrier routes were projected in the 1959 
and will be called for in the 1960 budget ? 

Mr. McKresin. Will it be all right if Mr. Barnes answers that ques- 
tion? He has all the figures before him. 

Mr. Barnes. Congressman, I could give it to you in terms of man- 
years. In 1957, it is 4,624 man-years, in 1958 it is 5,788, in 1959 it is 


3,401, in 1960 it is 6,005. It takes about 1349 carrier man-years for each 
route. This takes care of Saturday service, Sunday service, collec- 
tions, auxiliary, overtime, and so on. 


EXTRA DAY’S PAY AND LONGEVITY PAY 


Mr. Canrrevp. Mr. McKibbin, this may be repetitious, but will you 
state for the record again what the operations cost will be for the 
extra day of the year—that is, the leap year day in fiscal 1960? 

Mr. McKissrn. Slightly over $11 million; and you might add on 
that—— 

Mr. Canrretp. Mandatory longevity increases ? 

Mr. McKissen. That represents more than 2,000 man-years—this 
extra day—2,084. 

oo Canrietp. And the mandatory longevity increases will run to 
what 

Mr. McKissrn. About the same figure of $11 million . 

Mr. Guituette. So that the total, Mr. Canfield, will be $22 million 
of the total increase of $102 million in the operations appropria- 
priation for 1960, just in those two items. 

Mr. Canrtetp. We have taken up the custodial account, General. 
Do you have much vandalism in the post offices of our country today ? 
Is it increasing or decreasing ? 

Mr. McKissrn. Mr. Canfield, it has shown an increase for the last 
few years. Vandalism, however, I would say is not as serious to us 
as mail thefts. 
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BALLPOINT PENS 


Mr. Canrietp. Do you still supply pens for patrons’ use in post 
offices ? 

Mr. McKissrn. Ballpoint pens in post offices. That is probably 
one of the references you have to vandalism. Some of those are stolen 
all the time. 

Mr. CanrFie.p. Ball and chain both? 

Mr. McKrssrn. Ball and chain. 

Mr. Gary. What is your opinion of these ballpoint pens as com- 
pared with those you formerly used, as to thefts and serviceability 
generally ? 

Mr. McKiesrn. I do not know a comparative record on thefts. I 
would say from the experience of postmasters who have talked to me, 
they prefer the ballpoint pens. 

Mr. Gary. The ballpoint pens are very much better ? 

Mr. McKiesrn. And the patrons prefer them. 

Mr. Gary. That is exactly what I was thinking. I was wondering 
about your losses. 

Mr. Barnes. As a matter of fact, nobody stole one of those other 


pens. 
Mr. Gary. A lot of them a aan threw them in the trash basket. 
That is where most of them belonged after being in use a day or two. 


REMODELING AND MECHANIZATION OF MAIN WASHINGTON, D.C., 
POST OFFICE 


Mr. Canrtetp. Mr. Sessions, the Washington Post and Times Herald 
this morning carried a story apparently based on some statements 
made by an employee or possibly employees of the Washington post 
office to the effect that a considerable amount of package mail had been 
damaged recently in the Mail-Flo system. 

The report was not a complete report. No names were mentioned 
other than I believe your own. It was stated that you had been 
called upon to make comment, and among other things you pointed 
out that these mechanical developments were in a dikedolen period 
and you planned a formal showing of the completed operation at 
some later date. 

Will you comment on that story, please ? 

Mr. Sessions. Yes, I should be glad to, Mr. Canfield. As the com- 
mittee is aware, the Washington Host office in the last 5 months has 
been undergoing a major remodeling and mechanization program. 
In fact, I believe, the committee was interested enough in this project 
to personally visit the project not long ago. 

Mr. Canrretp. That is true, Mr. Sessions. We were quite im- 

ressed with the efforts you are making in the way of modernization 
i the Washington, D.C., post: office. 

Mr. Sessions. Thank you, Mr. Canfield. We believe that this is 
a most interesting project, and because of several factors, it has been 
an exceptionally difficult project. The building itself was built in 
about 1914. It is an attractive building, and it was an unusually 
fine building at the time it was built. 
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However, the building is now old-fashioned and the type of mech- 
anization that we have designed and are planning to utilize in all 
large buildings throughout the United States needs more free floor 
space and headroom than we have available in a building of this 
kind. 

However, because of the fact that the Washington post office is 
centrally located in our Nation’s Capital and therefore located where 
most of the planning of the postal modernization is done—and 
also available to Members of Congress and their constituents so they 
can see how progress is being made—we chose this office as the first of 
the older type buildings to remodel and mechanize. 

The mechanization has gone forward on a very satisfactory basis. 
However, as is the case with any new items of equipment, there are 
certain adjustments to be made and certain, shall we say, bugs to be 
worked out of the equipment. The so-called shake-down period that 
en of this equipment is undergoing is the one to which this story 
alludes. 

The reporter, who was insistent upon getting actual facts as to 
how many parcels were damaged in any one given period, was seem- 
ingly unaware of the fact that this mechanization is in an experi- 
mental and an engineering stage, and the efficiency of the equipment 
as far as its handling of parcels is concerned is changing hourly. 

For that reason, the Department is neither able to nor does it deem 
it advisable to give out any information which might create the wrong 
impression in the minds of people who are unfamiliar with the experi- 
mental nature of the work. We feel it is better under those conditions 
to continue the experiments until the building is turned over officially 
to the postal service, which will be on March 3. 

I might say that the report in the paper is exaggerated. The num- 
ber of people the article mentioned are far in excess of any number 
that are currently being used to repair packages or any other type 
of mail. Even as I am talking before this committee there are other 
changes being made which I feel sure will result in 100 percent efficient 
operation, if not by the date of the dedication, and I will say that it 
will be in a most satisfactory condition at the dedication date—we 
will reach 100 percent efficiency shortly thereafter. 

Mr. Canrietp. You mean the dedication date is on March 3? 

Mr. Sessions. March 3; yes. 

Mr. Canrietp. On and after March 3 people having proper creden- 
tials will be able to review these mechanical devices, et cetera ? 

Mr. Sesstons. Yes, that is correct, Mr. Canfield. Our post office 
workroom floors are not open to the public at will. However, anyone 
with aed credentials will be welcome to visit this installation and 
it is our hope and intent that sometime in the near future we will be 
able to conduct guided tours of the public or other people who are 
interested in the operation, and facts and figures on the operation will 
be made available. 

Mr. Chairman, in relation to the mechanization of the bilrapee se. ag 
post office and the Department’s mechanization program as a whole, I 
would like to take this opportunity to state categorically that I per- 
sonally and the entire Post Office Department feel strongly that the 
vision and the understanding of this committee, of the problems which 
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the postal service has been facing is largely responsible for the present 
mechanization program. 

Mr. Canrrevp. You find, too, that the employees involved are co- 
operating ¢ 

Mr. Sessions. I agree with you completely, Mr. Canfield. As a 
matter of fact, we who had worked through these mechanization pro- 
grams to date, and most particularly recently in the ot sama sn post 
office, have been gratified and amazed at the cooperation of our em- 
ployees and their willingness to work under most difficult conditions 
and continue to move the mail at all times while the construction 
work was going on. 

I would like to add that we have a definite program tq explain 
mechanization plans to our employees wherever we intend to install 
such mechanization. 

Mr. Canrievp. Mr. Sessions, in fairness to you I had occasion to 
have a rather lengthy chat with one of the high-in-command of one of 
the national employee organizations under the Post Office Department. 
He went out of his way to pay you folks high compliment for your 
vision and your farsightedness in developing these new mechanical 
programs. Obviously he did not see any dangerous effects. to 
personnel. 

Mr. Gary. Will the gentleman yield ? 

Mr. CANFIELD. Yes. 

Mr. Gary. I want to say that I think some of the employees have 
an idea that possibly this mechanization is endangering their jobs. 

As I see the situation, however, and I don’t think there is any 
question about the fact, rather than endangering their jobs, it would 
be impossible for the post office to move the greatly increasing volume 
of mail today without these mechanization processes. 

Isn’t that true, Mr. Sessions ? 

Mr. Sessions. We agree heartily. 

Mr. Canrietp. I might add, too, Mr. Chairman, there has never 
been a year in which, because of the increase in mail, the Post Office 
has not had to employ additional help. 

Mr. McKibbin, we are mindful of your long experience in industry. 
What has been your experience with these seaniiel shakedown periods 
having to do with the installation of mechanization and for modern 
handling of goods? 

Mr. McKipprn. In my experience, there is always a period of time 
in which adjustments have to be made in mechanization before you 
get the ideal performance that is inherently built into the product. 

Many products in industry are chewed up before you get a good 
one, but it is that starting period. It is that very problem we are 
going through here. The difference is that we live in a goldfish bow] 
and everybody sees it. 


SAFETY MEASURES AND AIR CONDITIONING 


Mr. CanrFievp. Mr. Sessions, there were two matters of concern to 
members of the committee when we appraised your operation within 
recent days. You have been describing today the post office building 
we have in Washington as old-fashioned and pointing out some of the 
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problems you have had to solve in installing some of these new 
mechanical devices. 

Do you recall the low ceilings and the sharp edges on some of those 
ceilings and your explanation that, one, you were going to place foam- 
rubber protection so as to obviate any injuries, and, two, you were 
going to install modern air conditioning ? 

All of us know the extreme heat and humidity we have in our Capi- 
tal City in summers, and unless you have air conditioning, it would 
be extremely difficult, I think, to labor in those areas day after day. 

Will you tell us how you are meeting those situations? 

Mr. Sessions. You are correct, Mr. Canfield, in your statement that 
we are going to protect employees and visitors against projections and 
low-hanging machinery, and sharp corners, and so on. 

In all cases, safety guards will be installed. As a matter of fact, 
our engineers and our Bureau of Personnel have finished studying 
this, and safety protection will be installed in the near future. 

As far as the air conditioning is concerned, I will say that. this 
office needed air conditioning, even prior to the installation of this 
large amount of mechanical equipment and motors. However, after 
the installation of the mechanical equipment, air conditioning has 
become a must, and we don’t believe that it would be fair to our 
workers to expect them to work in the Washington post office without 
it. 

As an example, on the bulk conveyor system alone we added 81 
motors, all of which generate heat. In the Mail-Flo system we have 
4 miles of conveyors, with 400 motors, all of which generate heat. 

So all of these things increase the heat load, plus the fact that 
because of the large amount of bulky equipment installed in this 
building, we don’t get the same normal air circulation we had before. 
Therefore, air conditioning has become a must. 

By July 1 we expect most of the building to be cooled and the em- 
ployees to be made comfortable in their work. 


FOREIGN VISITORS 


Mr. Canrtetp. Mr. Sessions, referring again to courtesies and pro- 
motion of good will, it is my understanding that you had a very in- 
teresting noon hour today, Wednesday, February 18, 1959. I under- 
stand you had some distinguished visitors from abroad. Will you be 
good enough to tell us just what you did today ? 

Mr. Sesstons. Yes, Mr. Canfield. 

My office was visited by five ladies from friendly foreign nations, 
including one young lady from San Salvador, one lady from Indonesia, 
one from India, and two from Thailand. 

These ladies are visiting the United States under study-exchange 
arrangements through various American agencies, and as a part of 
their studies they are studying our postal] system. 

The Post Office Department spends a good deal of time, I might 
say, Mr. Congressman, in assisting to train nationals of our friendly 
neighbors in what we hope are the most up-to-date postal practices. 
We have done a great deal of this work. Only this morning, for 
instance, General Gillette told me that one of the men-in his depart- 
ment will spend an hour a day for the next 414 months working with 
one of these foreign postal officials. 
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We think that the benefits not only will be considerable in good will, 
but also they should be substantial to our business people and to 
social communication. If we speed up the handling of mail in-these 
foreign countries by this method, our business houses can get their 
business communications back and forth a lot faster, and our peo- 
ple who happen to be working or living in these countries will get 
a faster mail service. 

Mr. CanFieELp. I think that is true, also, and I am sure the young 
ladies who saw you today will agree that you are a very gracious 
gentleman. 

Mr. Sessions. Thank you, Mr. Canfield. 


SALARIES AND FRINGE BENEFITS 


Mr. AvexANper. Mr. McKibbin, I was rather amazed at the response 
to a question, I believe, by my colleague, Mr. Canfield, in regard to 
the cost of the extra day. If I understood your answer correctly, 
the salaries amounted to about $11 million, and that also the fringe 
benefits were approximately the same figure. 

Mr. McKissrn. That is correct, sir. 

Mr. ALExAnpDER. What is the ratio of the cost of operations salaries 
to that of all other fringe benefits? From that answer it would ap- 
pear it is about 50-50. Is that true? 

Mr. Barnes. Congressman, the first $11 million we mentioned is 
for the one extra paid day, in leap year. The other $11 million is 
for longevity and step increases for the entire year. 

Mr. ALEXANDER. That explains it, because I was amazed because 
I couldn’t understand it at all. 

Mr. Gittetrre. Mr. Alexander, I think our Assistant Controller for 
Budget could clarify the matter you asked about. I would like to 
have your permission to have him make a further comment on your 
question. 

Mr. Avexanper. I would be glad to have the ratio, if you don’t 
have it there, to put in as to how the fringe benefits compare with 
the overall salaries of the employees. 

Mr. Bruce. We can give you that, Mr. Congressman. 

' The two figures you have before you, the $22 million, is com- 
prised of $11 million for the extra day, $11 million for the noncon- 
trollable longevity and automatic promotion costs as offset by turn- 
over, are not in themselves directly related to fringe benefis. Fringe 
benefits are primarily for retirement deductions, the Post Office De- 
partment’s share for the Federal Insurance Contribution Act, and 
for our part of the insurance cost. These will probably run as much 
as $165 million or $170 million for the year. 

For example, as you probably know, the regular employees are paid 
on a flat 260-day base without regard to the number of days im the 
year. In this instance, we have an extra day we have to pay for. In 
addition to that, we have an extra day of part-time employees we have 
to pay for that we would not normally have to pay. 

hat will cost us a little better than $11 million for that year that 
will not be in anormal year. 

We can give you the exact figures on the fringe benefits. 

Mr. ALExanpeR. For every $1,000 you pay in salaries, how much 
does it cost the Department for fringe benefits ? 
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Mr. Bruce. Probably about 6 to 7 percent. The retirement alone 
is 614 percent, and then FICA runs 21% percent, but that is only for a 
small group of employees. Insurance runs a small percentage. It 
runs you «tier 6 percent to 7 percent for the entire payroll of the 
postal service. In other words, about $6 to $7 out of every $100. 


MAILSTERS 


Mr. Atexanper. That covers that particular point. 

I was interested in the Mailsters. I understand they have been 
costing in the neighborhood of $900. I realize that that is a great 
help to the mail carrier. Does that lengthen your route that the 
carrier is able to deliver? In other words, does it effect any savings 
other than wear and tear on the mail carrier ? 

Mr. Barnes. Yes, Congressman. Not only are we able to lengthen 
the route, but at the same time he delivers the letter-size mail, he deliv- 
ers the parcel post, which means that we can eliminate a parcel-post 
route for about each 10 foot carriers mechanized. 

As a matter of fact, the major saving from Mailsters is the elimina- 
tion of parcel-post routes. 

Mr. Atexanper. What are the conditions or qualifications as to what 
you have to have in order to put on a Mailster ? 

Mr. Barnes. First, we survey the routes, and obviously they go into 
the more sparsely settled areas first. That is where we are using them 
largely—the suburban areas. After we get the suburban area filled 
~ anywhere else that tests show we can save by putting them in, we 

o it. 

Mr. ALexanper. Are they used in small towns and rural areas? 

Mr. Barnes. So far, they are pretty well used in the larger towns. 
Yes, we have as few as five, even as few as two in some small places. 

Mr. Atexanper. I believe you stated the cost of operating these 
various Mailsters is about a dollar a day ? 

Mr. Barnes. That is the savings. 

- amas How much do they cost to operate on the average 
a day ? 

Mr. Barnes. It is about 11 cents an hour for direct operating ex- 
penses and contract maintenance. This does not include depreciation 
and overhead of about 39 cents an hour. 

; ALEXANDER. How often do you think you will have to replace 
these ! 

Mr. Barnes. We figure approximately 5 years. 

Mr. ALexanper. So you figure getting an overall saving with the 
use of them ? 

Mr. Barnes. We do. We definitely feel we are safe in saying we 
will get about a dollar a day per Mailster. 

Mr. Atexanper. That is all I have. 


BALLPOINT PENS 


Mr. Puuuton. Mr. McKibbin, I have had an experience here with 
ballpoint pens in my office, trying to standardize a little item such 
as this in my office. 

Here is an experience I had with it: 
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We got in a ballpoint pen I thought might be all right. When I 
got here about 6 years ago I think they ran about 49 cents. Then they 
ran up to about 78 cents or some such thing. Now they are up around 
a dollar and some cents. So I think we switched to Scripto or some- 
thing else, and we have this trouble of getting the right insert for 
them. I wondered if you were having the same problem in the large 
number of pens that you were buying at the post office as to the price 
increases that have practically doubled in the last few years. Do you 
have that same problem ? 

Mr. McKipern. I think that when Acting Assistant Postmaster 
General Rollin Barnard is here, he should testify, because his bureau 
purchases our pen. He will have all the current information on that 
subject. 

AVERAGE SALARY 


Mr. Prion. May I turn to page 212 of the justifications, General ? 

I note on there the average compensation for 1960 is $4,770. Is that 
compensation based on an hourly basis or upon a yearly salary of the 
employees ? 

Mr. Bruce. That is based on a combination of the two, Congress- 
man. This is based on the total amount paid divided by the 
number of hours worked. It includes both those on an annual basis of 
2,080 hours a year, and those on a substitute basis, which is 2,016 hours 
per year. 

Mr. Pruui0Nn. It includes both, then; averages out ? 

Mr. Bruce. That is correct, sir. 

Mr. Prtut0on. Are the regular folks paid upon an annual basis or 
upon a per-hour basis ? 

Mr. Bruce. The regular clerks are paid upon an annual rate basis. 

Mr. Prttion. And the substitutes are paid on an hourly basis ? 

Mr. Bruce. Yes, sir. 

PAID ABSENCES 


Mr. Pitui0n. In line with the questioning of the gentleman from 
North Carolina, I note that your productive employment, the item 
that comes right after the average compensation, the employment for 
the year 1960 will be $1,078 million. The paid absences, right under- 
neath there, would cost $153 million, which alone is 15 percent of the 
productive employment. 

What does the paid absences constitute? I assume they must be 
in accordance with law. 

My figuring is that 15 percent of $1 billion, and 15 percent of 12 
months is almost 2 months. Do these employees wind up having a 
2-month paid leave of absence and paid for work they do not do if 
they are partly per hour employees and partly annual employees? It 
seems to be astounding. 

Mr. Barnes. Congressman, that includes annual leave, sick leave, 
holiday leave, court duty, military duty. 

Mr. Prxi0on. I know it includes all that, but it is still terrifically 
high. Itisstaggering. 

Mr. Barnes. That’s right. But don’t forget the annual leave alone 
for a large percent of the employees is 26 working days. 

Mr. Piut0n. By law. 
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Mr. Barnes. Bylaw. That ismore than a month. 
Mr. Pitxion. I am not blaming you. I am just wondering where 
this fault lies. You say the annual leave alone is how much? 
Mr. Barnes. For a large part of the employees it is 26 days a year. 
Mr. Pituion. On the other hand, this amount is 2 months, the 1.92 
percent. 
Mr. Barnes. This 26 days is working days, too, you know, or more 
than 5 weeks. 
Mr. Puxion. Is that the same situation with substitutes? Do they 
also have 26 days annual leave? 
Mr. Barnes. They do if they have been in the service long enough; 
es, sir. 
Mr. Piuii0Nn. It is staggering. I am sure, General, that the com- 
pany that you work with had no such paid absence. I am not talking 
ere in the spirit of criticism of the Department. I am just talking 
about the staggering cost here. 


NIGHTWORK DIFFERENTIAL 


The next item is nightwork differential, $32 million. What gen- 
erally is the differential paid for nightwork ? 

Mr. Barnes. Ten percent. 

Mr. Pruzzon. When does nightwork begin ? 

Mr. Barnes. Six p.m. 

Mr. Prurion. Anything from 6 until 8 in the morning, say? 

Mr. Barnes. Six p.m. tosix a.m. 

Mr. Pitxion. Is a differential of 10 percent ? 

Mr. Barnes. That’s right. 


TERRITORIAL LIVING ALLOWANCE 


Mr. Pixti0n. I note the Territorial living allowances that the chair- 
man was disturbed about here in Hawaii amount to $1,227,000 just 
for this item. So I assume that the Territorial living allowance in all 
the categories, including the postmasters and the carriers, et cetera, 
will run about $3 million for that item alone. 

Mr. Barnes. We have about 2,500 people receiving such allowances, 
Congressman. 

SOCIAL SECURITY TAXES 


Mr. Pituion. Then further on down I note the social security taxes 
of $4,295,000. What is that for? What categories of employees are 
in the social security ? 

Mr. Barnes. That is the employees who are not under the civil 
service retirement law. That is the temporary employees. 

Mr. Pituion. So that when we reach the bottom of that table here 
on the next page, 213, we find ourselves with jumping from roughly 
$1,078 million to $1,351 million, or an increase over the productive 
labor costs of roughly $270 million so that the fringe benefits that we 
are talking about in total run pretty close to 27 percent instead of 
7 or 8 percent. 

That is a staggering situation as compared to the ordinary private 
corporate or private employment situation. That is 27 percent, gen- 
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tlemen. I realize that these are mandated by congressional action. I 
call it to the attention of Congress, I think, more than to your attention. 
But I think that amplifies the question raised by the gentleman from 
North Carolina. 

I thank you, gentlemen. I have no further questions. 

Mr. Gary. If there are no further questions, that seems to complete 
the item “Operations.” 

Mr. McKissen. Mr. Gary, may I make a statement? 

Mr. Gary. Yes, sir. 


METROPOLITAN AREA PLAN 


Mr. McKissen. We have discussed the metropolitan plan today. 
I wouldn’t like to leave the impression that this is just another plan. 
This, in our opinion, is the one way under conditions existing today 
whereby adequate mail service can be provided to the people of this 
country. 

One point I didn’t bring out this morning is that more than two- 
thirds of our post offices aren’t even on railroads, aren’t served by 
railroad lines. So our problem of providing a workable alternate sys- 
tem interconnecting post offices has been a very real and pressing 
problem. In the light of our experience of the past year we are now 
convinced that the metropolitan plan with its sectional center concept 
provides the system for interconnecting of post offices needed to assure 
expeditious handling and delivery of the mail. 

Without such a plan, not only can we not expect improved service— 
the service will continue to deteriorate. 


Mr. Gary. Thank you, sir. We thank you, gentlemen, for your very 
informative presentation. 
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Program and financing 





















































1958 actual | 1959 estimate | 1960 estimate 
Program by activities: 
bef ge Re Ba eh See $13, 863,119 | $14, 669, 000 $15, 198, 000 
2. Highway transportation és 82, 866, 935 86, 428, 000 90, 156, 000 
REESE EE ee, 335, 847,906 | 304, 142, 000 347, 354, 000 
Be ee ee eae eee reese 57, 458, 000 61, 501, 000 65, 594, 000 
5. Terminal and transportation charges by foreign coun- 
SEER ORS eS ie Se 7, 612, 893 8, 260, 000 9, 018, 000 
a Rs” ARSE es ne cea ee a ee 497, 648, 853 | 475,000, 000 527. 320, 000 
Financing: 
Comparative transfers to other accounts_-....--.------.-- Ef ESS Seen EE eaeee © nem 
Unobligated balance no longer available....--......_.---- BE ces tatenaxtunticess+Jebhsence 
CALE |, | ae ee ee 499,710,000 | 475, 000, 000 527, 320, 000 
Appropriation (adjusted): tae 
RD SS dente ap nase aunbncnnadiueneeawenoced 703, 000,000 | 475,000, 000 527, 320, 000 
Transferred (71 Stat. 39) to— 
** Administration, regional operation, and research” - -- me Se Lc eteemanctidagon 
4 SAR ea ea ee ery —202, 599, 000 |........--...- | diacenennenans 
REE ee cacenadennaianaraneceamsnpuawuwseekenuen SN Nasusnecsnccccslathupunuawanan 
Object classification 
| 1958 actual | 1959 estimate | 1960 estimate 
NL aa ee eee ae ee $497, 336,429 | $475, 000,000 | $527, 320,000 
fe ee eee | RD ee Ce ce 
13 Refunds, awards, and indemnities...............-...-.._- | ‘RELA (nie er anes 
INN ee a re aes cmendoec i nessceat | 497, 648, 853 | 475,000,000 | 527, 320, 000 








COMPARISON OF 1960 AND 1959 BUDGETS 


Mr. Gary. We will now take up the item of “Transportation.” We 
will insert at this point in the record the following table: 








RINDI OID 5 ee a ee $475, 000, 000 
Anticipated supplemental for railroad rate increases__.__._________ 41, 000, 000 

Total comparative appropriation 1959__.._.______________ 516, 000, 000 
Estimate 1960 527, 320, 000 
Increase over appropriation 1959___ 52, 320, 000 





Increase over total comparative appropriation 1959______________ 
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JUSTIFICATION OF THE 1960 BUDGET 


Mr. Gary. We will also insert in the record at this point pages 301 
through 304 of the justifications. 
(The pages referred to follow :) 


u TRANSPORTATION, 1960 


Statement relating appropriation estimate to current appropriation 




































































1958 appropriations (including supplementals) $499, 710, OO 
ly 1959 budget estimates 516, 000, 000 
' 1959 appropriation in annual act___---------------------------- 475, 000, 000 
z Proposed supplemental due to railroad rate increase 41, 000, 000 
v 
i Adjusted appropriation 516, 000, 000 
Additions : . 
Increase in pound-rate service to Alaska and Ha- 
waii and foreign surface mail $529, 000 
Adjustments and expansion of highway services___ 3, 728, 000 
~ Increase in rail transportation volume and rates 
, offset by changes in service 2, 212, 000 
se Domestic and foreign airmail volume increase____ 4, 093, 000 
Foreign mail volume, increase, both surface and 
0 air, will increase terminal and transportation 
: charges 758,000 11,320,000 
0 . ie 
Total eotimate for 1960... oes ce eseceucteeekeeloe 527, 320, 000 
0 
0 Analysis of estimated increase in obligations, 1960 
a Increase (+) or 
rs decrease (—) 
0 Activity and account 1958 1959 1960 
i Amount | Percent 
0 fees =o oe! 
‘ Water transportation: 
; Powerboat service_- _.------------| $2, 718, 933 | $3, 128,000 | $3, 197, 000 $69, 000 2.21 
: Foreign mail transportation _ iiackses J date 11, 144, 186 | 11, 541,000 | 12,001, 000 460, 000 3.99 
: Subtotal_...........-.....-..-----.------] 13, 863, 119 | 14, 669, 000 | 15, 198, 000 529, 000 3.61 
Highway transportation: pe i as Rn aeons toda 
Star route service_- _..----.-----]| 48,920, 731 | 45, 570,000 | 46, 726, 000 1, 156, 000 2. 54 
. Short haul truck service ehaveawunen 12, 829, 534 | 13, 960,000 | 15, 299, 000 1, 339, 000 9. 59 


20, 145, 342 | 20, 878,000 | 21, 571, 000 693, 000 3. 32 
5, 658, 904 | 6,020,000 | 6, 560, 000 540, 000 8. 97 


Mail messenger service Gala 
Highway post offices... _...--.- 








: Repairs and awards. --_- 312, 424 |. __- c ae 2 Eee 
| ae acawne 82, 866, 935 | 86, 428,000 | 90, 156,000 | 3, 728, 000 4.31 
; Rail transportation: 

Railroad service - ---.-- ee 506, 847, 906 |345, 142,000 |347, 354, 000 2, 212, 000 . 4 





Air transportation: 
Domestic airmail service... = 39, 594,021 | 42,399,000 | 45,364,000 | 2,965,000 6.99 
Foreign airmail service. ......-..-------- 17, 863, 979 | 19, 102,000 | 20,230,000 | 1, 128,000 5.91 


Subtotal__._._-- -..--------| 57,458,000 | 61, 501,000 | 65, 594,000 | 4, 093, 000 6. 66 











Terminal and transportation: charges by 
foreign countries_-_.-_.-__- 7,612,893 | 8, 260,000 | 9,018,000 758, 000 9.18 
Total transportation. _- _...--------|497, 648, 853 |516, 000, 000 |527, 320,000 | 11, 320, 000 2.19 




















GENERAL STATEMENT 


water, land, and air. The services covered by this appropriation are under the 
jurisdiction of the Assistant Postmaster General in charge of the Bureau of 
Transportation. 


| 
This appropriation is for the payment of the cost of transportation of mail by 
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The obligations for fiscal year 1958, and those estimated for 1959 and 1960, 
include the cost of the rate increases recently granted to the railroads by the 
Interstate Commerce Commission. For fiscal year 1959, no funds have been 
appropriated for these increased costs which will approximate $48 million, $34 
million for the eastern railroads, and $14 million for the southern and western 
railroads. Of this $48 million, it is anticipated that $7 million can be absorbed 
within the funds presently available, and a supplemental appropriation request 
for.$41 million will be submitted at a later date. 

The estimates do not reflect the possible increase in costs as a result of Alaskan 
statehood, nor do they refiect the possible increase in the cost of foreign water 
transportation as a result of pending litigation. The impact of these items on 
transportation costs is too indefinite to be susceptible to valid estimating at 
this time. 


Fiscal year 1959—Analysis of additional funds required for railroad rate increase 
ICC docket 9200 


Annual appropriation 1959 
Estimated obligations 


Additional amount required for rate increase 


In its order of December 30, 1957, the Interstate Commerce Commission in- 
creased the mail pay rate for the southern and western railroads. The rates of 
pay for the southern railroads were increased 6 percent from July 1, 1957, to 
August 31, 1957, and 13.5 percent on and after September 1, 1957. The rates of 
pay for the western railroads were increased 7.5 percent effective July 1, 1957. 
The effect of this order was to increase railroad costs $14 million in fiscal year 
1958. 

Interstate Commerce Commission order of June 23, 1958, increased mail pay 
rates for the eastern railroads 20 percent from July 3, 1956, to October 31, 1956; 
25 percent from November 1, 1956, to October 31, 1957; and 30 percent from No- 
vember 1, 1957, to September 30, 1958. After September 30. 1958, the multi- 
element feature of the applicable rates should produce a mail-pay increase of 
30 percent, when coupled with the changeover from authorized service to space- 
used service. 

The effect of the rate increase applicable to the eastern railroads was to in- 
crease mail pay in 1957 and 1958 by $26 million and $32 million respectively. 

In fiscal year 1959 the combined cost of the southern, western, and eastern 
railroad rate increases is estimated at $48 million. In considering the various 
factors relative to the new system and new rates, it is estimated that $7 million 
of the rate increase in 1959 will be absorbed within funds now available. The 
net additional amount required is thereby reduced to $41 million, 


INCREASES REQUESTED FOR 1960 


Mr. Gary. Mr. Siedle, the total increase requested over the 1959 
appropriation is $52,320,000. The increase over the comparative ap- 
propriation for 1959 is $11,320,000. 

Will you please explain those two items? 

Mr. Stepiz. Mr. Chairman, as indicated on page 301, the additions 
are in the form of increase for pound rate service to Alaska and Hawaii 
and Foreign Service mail, $529,000. Adjustments and expansion of 
highway services, $3,728,000. Increase in rail transportation, volume, 
and rates offset by changes in service, $2,212,000. 

Domestic and foreign airmail volume increase, $4,093,000. 

Foreign mail volume increase, both surface and air, will increase 
terminal and transportation charges $758,000, which totals to 
$11,320,000. 

Mr. Gary. Then your proposed supplemental for 1959 is $41 million. 
That is due to the railroad increase. Those two figures, I take it, make 
up the $52,320,000? 

Mr. Srepte. That is correct. 
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RAILROAD RATES 


Mr. Gary. What is your situation now with reference to railroad 
rates ¢ 

Mr. Srepie. We have no cases pending before the regulatory body, 
and we hope that there will be no needed increases, although there may 
have been some indications that some of the roads are not entirely 
satisfied. 

The western railroads have approached us and suggested that we 
er an increase in rates in addition to the increased rate received 
in 1957. 

Mr. Gary. The $41 million in the supplemental and the additional 
increase for 1959 of $41 million is, I take it, the result of the rate 
decision that was handed down by the ICC last year, is that correct? 

Mr. Stepte. Yes, sir. 

Mr. Gary. What is the additional amount over and above the $41 
million? Did that cover the whole year period? Or do you estimate 
an increase over that for the full fiscal year 1960. 

Mr. Srerrver. There is a slight increase projected in our 1960, Mr. 
Chairman, by reason of the fact that the ICC rates varied. That is, 
they had a graduated rate increase. 

Mr. Gary. Were the rates last year promulgated by the Interstate 
Commerce Commission retroactive ? 

Mr. Srerrer. If I may answer your question this way, sir, that the 
ICC order on the Eastern Railroad Mail Pay case approved that 20 
percent increase for the period of July 3, 1956, to October 31, 1956. 
Then a 25 percent increase effective November 1, 1956, through Octo- 
ber 31, 1957. 

Then a 30 percent increase effective November 1, 1957, through Sep- 
tember 30, 1958. Then an average 30 percent increase effective Octo- 
ber 1, 1958. 

But the rates effective October 1, 1958, for type of service increased 
the RPO service 38.5 percent. It increased the line haul service 30 
percent, and increased the terminal and handling charge 50 percent. 

So this average of 30 percent is just an average. But actually when 
we pay the railroad, we are going to have to pay on the average 
increases by type of service which may run over 30 percent. 

Mr. Gittetre. Mr. Chairman, it should be pointed out this was 
applicable to—Mr. Stepper, correct me if I am wrong—the eastern 
railroad settlement. Is that correct ? 

Mr. Stepper. This is the eastern railroad settlement case. 

The southern railroad was, of course, a 6 percent increase from July 
1, 1957, through August 31, 1957, and the 1314 percent increase effec- 
tive September 1, 1957, which is the present rate. 

But that was an across-the-board increase for all types of service. 
I hope I made that clear. 

Mr. Giuttetre. There was a western road increase also as well as a 
southern ? 

Mr. Stepper. Yes. 

Mr. Gary. What I am trying to clear up in my own mind is, you are 
rie $41 million for the balance of 1959 and only asking $2,212,000 

or 1960. 
Mr. Stepper. May I answer that, Mr. Chairman? 
Mr. Gary. Yes, sir. 





236 


Mr. Sreprer. We have built into our 1960 the impact of the increase 
that is effected in 1959, and the $2,212,000 simply provides for the 
impact of the variation in the increases that is applicable to 1960, and 
the increase in volume. 

So actually we have built into our 1960 the increased cost based on 
1959 estimate which included $48 million, of which $7 million was 
actually absorbed. 

Mr. Gary. You have added to your 1959 appropriation $41 million 
to take care of the $41 million that you asked for that year. That 
increases your base to $516 million and the estimated additional rates 
run only $2,212,000 over the base. Is that correct ? 

Mr. Sreprer. That is correct. If I may point out table 3 on page 
311, we have attempted to show you how we have anticipated the 
impact of volume and the rate increase as far as it affects the 1960 
budget. This breaks down to $2,212,000. 

Mr. Guttetre. Mr. Gary, we should emphasize that the increase in 
railroad rates in 1959 amounted to a gross of $48 million. 

Mr. Srerrer. That is correct. 

Mr. Gittetre. Of which we absorbed $7 million from funds that 
were available from the transportation appropriation. That was the 
limit of our estimated absorption ability. That left us a net figure 
of $41 million to ask for in the supplemental request. 

Mr. Gary. Where did you absorb that $7 million? Was it in trans- 
portation or in some other items? 

Mr. Gutters. In the transportation appropriation, and it was the 
result of volume having dropped below our anticipated figure. So 
of course we had this available and applied it to our supplemental 
in accordance with the regulations of the Bureau of the Budget. 

Mr. Gary. You say you do not have any railroad rate cases pending 
at the present time? 

Mr. Sterrer. No, sir. 

Mr. Gary. Do you have any air rate cases pending? 

Mr. Sterrer. No, sir. 

Mr. Gary. You have no rate cases pending at all? 

Mr. Sterrer. Can you answer that, Mr. Siedle ? 

Mr. Sreptze. There are no rate cases now pending before any regu- 
latory body, no, sir. 


LITIGATION PENDING 


Mr. Gary. In your justifications on page 303 you say “The estimates 
do not reflect the possible increase in cost as a result of Alaskan state- 
hood, nor do they reflect the possible increase in the cost of foreign 
water transportation as a result of pending litigation.” 

What is that litigation ? 

Mr. Srepie. As mentioned in my written statement, there is a suit 
now pending in the Court of Claims where a steamship company is 
seeking additional compensation for the transportation of empty mail 
sacks, for computing the transportation charges on a gross weight basis 
rather than tare, and for carting the mail from the post office to the 
steamship piers. 

The amount, I believe, approximates $450,000. 

Mr. Srerrer. It isin that neighborhood. 

Mr. Gary. It isnot arate case? 
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Mr. Steprer. No, it is not rates, Mr. Chairman. 

Mr. Gary. It isasuit for an amount owed ? 

Mr. Streprer. That is correct, sir. 

Mr. Gary. Or amount claimed. 

Mr. Stevie. The suit involves a difference of opinion, Mr. Chairman. 
Our contention is that the rate includes the items I mentioned. The 
steamship people claim it does not. 


MAIL SERVICE FOR ALASKA 


Mr. Gary. Why should there be any increase as a result of Alaskan 
statehood? You do not say there wil be one, but you say “The esti- 
mates do not reflect the possible increase in cost as a result of Alaskan 
statehood.” 

What would be the possible 

Mr. Stevie. We believe there will be an increase in volume. 

Mr. Sesstons. May we ask Mr. Noble to help you with that question, 
Mr. Siedle, if I may? 

Mr. Noste. The Department transports military mail overseas for 
which it receives reimbursement from the Defense Department. When 
Alaska became a State, the transport of that mail became an obligation 
of the Post Office Department. 

Mr. Gary. Do you have any estimate of what that might amount to? 

Mr. Srerrer. No, we do not, Mr. Chairman. We can’t project that 
figure at this time. That is why this qualification was put in the 
justification. We have no idea of what the additional cost will be. 


EASTERN RAILROADS RATE CASE 


Mr. Gary. On page 304 there is a statement : 


After September 30, 1958, a multielement feature of the applicable rate should 
produce a mail pay increase of 30 percent when coupled with the changeover from 
authorized service to space-used service. 

Can you explain to us what that means ? 

Mr. Ratepw Arexanper. The ICC’s decision clearly directed the 
eastern railroads to change from “authorized space” to the “space used 
system” of accounting and as clearly directed that the average rate 
be increased by 30 percent. Under “space authorized system” we au- 
thorized a unit of space, based on the previous months usage and paid 
for it whether we used it or not and in addition thereto paid for as 
“emergency space” any space used over that authorized. Under the 
“space used system” we pay for the space actually used. 

Mr. Gary. Has that got anything to do with the carload 

Mr. Ratew ALexanper. Yes, sir. 

Mr. Gary. How is it tied in with the carload rate? 

Mr. Ratpu Avexayper. Formerly under the authorized basis, using 
the 60-foot car as the standard unit, if the Department occupied 31 
feet of rail space, we paid for a 60-foot car. Now, under the space- 
used basis, if we had 5 cars—this is unusual, but if we have 5 cars 
that had 31 to 35 feet in each, we would add those 5 cars and that. 
would be 165 or 170 feet. Divide by 60 and we would come out with 
less than 3 full cars. 

The “space-used system” simplifies and expedites accounting for 
both the carrier and the Department. 
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Mr. Gary. But the Interstate Commerce Commission put on 30 
percent, so the railroads wouldn’t lose anything by the transaction, 
is that not right ? 

Mr. Rateu ALexanper. That is correct. 

Mr. Sreptz. Mr. Chairman, I might add for the record that we 
vigorously protested the increase that the Interstate Commerce Com- 
mission allowed the eastern roads, feeling that it was at least 15 
percent in excess of what it should be. But our request for a review by 
the Commission was denied. 

Mr. Gary. Under the star route and short-haul truck on page 307, 
you say the costs of readjustment on contract renewals will amount 
to $439,000. Does this represent additional cost for essentially the 
same services ? 

Mr. Srepie. Yes, sir; it does. The operators are encountering 
higher operating costs, higher prices for gas, higher taxes, are paying 
more for oil, paying more for their tires, and so forth. 

Mr. Gary. The law gives you the right to adjust their contracts on 
the basis of additional cost, I believe ? 

Mr. Srepte. That is correct. Contemplating such additional cost 
appears in our star route and short-haul explanations, and it also 
appears under the messenger service item. 


TERMINAL CHARGES AND TRANSIT RECEIPTS 


Mr. Gary. Will you please provide for the record a statement of 
terminal charges and transit receipts for 1958 and 1959 similar to the 
information on page 165 of last year’s hearings? 

(The information requested follows :) 


Terminal and transit charges, fiscal year 1958 














Due to foreign countries: 
Total obligations $7, 612,893 
Amounts paid through June 30, 1958 943, 834 
Balances payable at June 30, 1958___._____________-_-_-_-_-- 6, 669, 059 
Due from foreign countries: 
Total mail transit revenue 9, 560, 679 
Amounts received through June 30, 1958 1, 091, 188 
Balances receivable at June 30, 1958 8, 469, 541 





Mr. Stevie. Yes, sir; we shall. 

Mr. Gary. In the terminal and transit charges by foreign countries 
on page 314 you say that “Based upon anticipated mail volume in 
1960, it is estimated that terminal and transit charges for parcel post 
will increase $598,000 and transit charges for all other mail will in- 
crease $160,000, for a total of $758,000.” 

Is that increase based purely on volume or are rates involved there 
also? 

Mr. Srepte. Mr. Allan. 

Mr. Auxan. Mr. Chairman, that estimate is based entirely on the 
increase in volume. We are anticipating that it may even run a little 
bit higher than that because we are receiving notifications of increased 
rates for terminal and transit charges from other countries. These 
notices of charges in those rates have been received since the original 











on, 


we 
m- 
15 


7, 
nt 
he 


— SOO Sel 














239 


estimates were made, Hence this estimate is very conservative and 
is based only on the estimated increase in volume. 


AIRLIFT OF 4-CENT MAIL 


Mr. Gary. How much ordinary mail is actually being airlifted at 
the present time ? 

Mr. Stepper. In dollars, yes, I can give you that. The tables are 
under airmail, the dollars are about $3 million-plus. I am sure the 
committee does not have the tables on ton-miles, but if we take 1958, 
the preferential ton-miles was 15,865,991 for the trunklines, and the 
local carriers, 359,080. For the mail cargo carriers, 843,627. Other 
territorial, 1,302, or a total of 17,070,000. 

Those are the ton-miles of preferential mail. 

The dollars involved is $3,296,055. So our first-class mail or prefer- 
ential mail runs around a little over $3 million. 

Mr. Gary. Does the Government lose money on this operation ? 

Mr. Srerrer. No, it is a breakeven point, sir. The rates are equiv- 
alent to what we would pay by rail. 


STANDARDIZING OF LETTER MAIL 


Mr. Gary. This question should probably have been asked in Opera- 
tions: “What has become of the proposal to standardize the size of 
letter mail?” 

Mr. Srepte. I think Mr. Sessions can answer that one. 

Mr. Sessions. I will answer that question, Mr. Gary. 

As we told this committee a year ago, we have had a very thorough 
study made by outside consultants of this problem and our own 
people in the Department have studied it quite extensively and we 
are right now in the process of preparing recommendations which 
we are going to submit to the Congress prior to March 15. I can 
say parenthetically that we are probably not going to suggest any 
limitation on the number of sizes, but most of the limitations we 
will suggest will be on maximum and minimum sizes of envelopes 
and thickness of envelopes. 


PENALTY POSTAGE 


Mr. Gary. Mr. Sessions, can you tell me what the situation now is 
with respect to the 5-cent penalty postage due charge ? 

Mr. Sessions. After several deferments, the Postmaster General 
recently indefinitely postponed the date of fixing such a charge. 
It is my understanding that there is a bill pending before the House, 
introduced by Congressman Rees, which will provide for abandon- 
ment of this charge. 

Mr. Gary. I will say that I had a great many complaints about 
it from my district. It was meeting with very strong opposition 
among practically all classes of mail users, and I think it is sareainaen 
that you have taken that action. 

Returning just for a moment to the subject of standardized mail 
sizes, it is my understanding that no changes have been made up to 
the present time. 

Mr. Sesstons. That is correct, Mr. Gary. 
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Mr. Gary. But the Post Office is considering the matter and will 
make recommendations to the Congress at an early date, is that 
correct ? 

Mr. Sessions. That is correct. 


CONTRACT VERSUS GOVERNMENT-OWNED VEHICLES 


Mr. Gary. Has the Department reached any conclusions from its 
studies of the relative advantages and costs of contract vehicles versus 
Government-owned vehicles? 

Mr. Stepiz. Experience shows in a great many instances that the 
contract operation is cheaper than using a Government-operated 
vehicle. However, to determine that in a more positive way, it has 
been made part of our overall transportation study. 

Mr. Gary. You are still engaged in that study ¢ 

Mr. Stepte. Yes, sir. 

Mr. Gary. Do I understand you have found in certain instances 
that your contract costs are less than Government-owned costs, but 
you don’t feel you can speak as to the entire question ? 

Mr. Sewte. That is correct. 


HELICOPTER MAIL SERVICE 


Mr. Gary. Is the Post Office Department currently conducting any 
helicopter mail service under orders from the Civil Aeronautics 
Department ? 

Mr. Srepie. We are using helicopter service in New York, Chicago, 
and Los Angeles. 

Mr. Gary. Are you doing it because the Post Office Department 
thinks it is economical, and efficient operation, or are you doing it 
because the CAB ordered it ? 

Mr. Srepte. We are doing it for both reasons, Mr. Chairman. There 
are instances where it does advance the mail. It certainly isn’t as 
economical as surface transportation, but as you know, we likewise 
have been encouraged by the CAB to help test the practicality of heli- 
copter transportation. 

Mr. Gary. I personally have no objection to the Post Office Depart- 
ment using any method of transportation that it thinks is proper for 
the transportation of mail, but I do object to the Post Office Depart- 
ment being told by the CAB that it must handle certain mail in any 
particular manner. I think that the transportation of mail should be 
left entirely to the Post Office Deparment, and that neither the Civil 
Aeronautics Board nor any other department of the Government 
should be permitted to prescribe methods for the Post Office Depart- 
ment. 

I trust that the Post Office Department will stand up for its rights 
in that respect. 


CONTRACT VERSUS GOVERNMENT-OWNED VEHICLES 


Mr. Sessions. With your permission, Mr. Gary, I would like to go 
back to your former question on contract versus Government-owned 
vehicles for one moment. 
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It is true, as General Siedle has said, we are making a very compre- 
hensive study of our transportation policy, which will include recom- 
mendations. But I wish to point out that we have no knowledge that 
this study will eliminate Government-owned vehicles and to protect 
the U.S. mails for the foreseeable future, it is very probable that we 
will need Government-owned vehicles. 

Mr. Gary. In other words, your study will probably develop the 

oints where contract vehicles can be used to advantage, and wherever 
it will, you will use contract vehicles. Otherwise you will continue to 
use Government-owned vehicles? 

Mr. Sessions. That is absolutely correct, Mr. Chairman. 

Mr. Gary. Which I consider a proper policy. 

Mr. Gitterre. As you know, Mr. Gary, the only way to protect 
the mail service fully is to own a certain number of vehicles that 
will be available at all times and that will handle mail that we might 
not be able to get handled by contract. The contract vehicles fre- 
quently are less expensive because they are available to us at the off- 
peak times of the contractor. In other words, this is incremental in- 
come to the contractor and he is able to quote us lower rates than 
if he were to supply this service constantly and for 24 hours a day 
availability. 

FOREIGN MAIL 


Mr. Canrretp. Mr. Siedle, you tell us that in the fisal year 1958 
there was a slight decline in the weight of foreign airmail trans- 
ported. You estimated that in 1959 and 1960 foreign airmail volume 
will resume a trend that existed prior to 1958. 

Customs, appearing before us a short time ago, indicated that mail 
from foreign countries was definitely on the increase. I assume, of 
course, that is because of the betterment of the economies in foreign 
countries, a those in Europe. 

Do you have figures on anticipated increase of foreign mail ? 

Mr. Atxan. I can say generally, sir, that the volumes on both out- 
bound and inbound foreign mails have increased steadily during the 
last 2 or 3 years. It has been about 3 to 314 percent more each year. 
I agree that the increase of inbound mail is related to a betterment 
of economic conditions in other countries. 

Mr. Canrtetp. Mr. Allan, from whence do we get most of our for- 
eign mail ? 

Mr. Atxtan. Great Britain, Italy, and surprisingly so, a sizeable 
volume from Switzerland. Mail flow follows communities of interest 
and commercial trends. 

From Great Britain we import bone china and woolens. From Italy, 
we have their works of art and from Switzerland there are watches. 

Mr. Canrtetp. Is there much of a mail flow from countries behind 
the Iron Curtain—Russia and so forth ? 

Mr. Attan. Not too much of a commercial nature. There is sizable 
volume of printed matter and circulars from some of the Iron Curtain 
countries. Much of it, we know, is propaganda. 
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UNIVERSAL POSTAL UNION 


Mr. Canrie_p. Does membership in the Postal Union embrace those 
countries ? 

Mr. Auan. Yes, sir. 

Mr. Canrietp. Russia and the so-called satellite countries ? 

Mr. Auian. Yes, sir; they all belong to the Universal Postal 
Union ? 

Mr. Canrietp. The Universal Postal Union. Is that all embracing? 

Mr. Auuan. Yes, sir; that includes 99 countries of the world. 
ee <aeeaD. Who is our representative in the Universal Postal 

nion ? 

Mr. Atian. They are always officials from the Post Office Depart- 
ment who are designated by the Postmaster General to represent the 
United States. I have been a representative at several meetings. Mr. 
Siedle has been a member of the delegation at some of the confer- 
ences as well as have other officials of the Department. 

Mr. Canrietp. When was the last meeting of that group ? 

Mr. Arian. The last Universal Postal Union Congress was in 1957 
at Ottawa, Canada. 

Mr. Canrretp. Are there other groupings or conferences akin to 
that of the Universal Postal Union ? 

Mr. Autan. Yes, sir; there is the Postal Union of the Americas 
and Spain, which is a restricted union—a smaller group within the 
Universal Postal Union. The United States is a member of that 
ape which includes the countries of the Western Hempishere and 

pain. 
MAIL OF COUNTRIES BEHIND IRON CURTAIN 


Mr. Canrievp. Getting back to an earlier question, you say that 
there is a free flow of mail from the countries behind the Iron Cur- 
tain to our country ? 

Mr. Atxan. Yes, sir; we exchange mail with all of those countries. 

Mr. Canrtexp. There is a free flow of mail ? 

Mr. Arran. Yes, sir. 

Mr. Canrtetp. The senders, so far as you know, are not circum- 
scribed by local laws or regulations? 

Mr. Attan. No; not to my knowledge. There are certain restric- 
tions invoked by some postal administrations as to what can be ac- 
cepted in the United States for mailing to their countries. The same 
situation applies generally all over the world. We have similar re- 
strictions in our country. 

For example, you can’t send narcotics into the United States and 
you can’t send lottery matter. Likewise, other countries have similar 
’ restrictions and prohibitions as to what can be sent in the mails to 
their countries. 

Mr. Canrtetp. Does the Post Office Department have anything to 
do with the policing of such type of mail to which you have just 
alluded ? 

Mr. Autxian. The releasing of it. 

Mr. Canrretp. Policing mail which conceivably could contain nar- 
cotics or smuggled goods? 
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Mr. Autuan. No, the policing activities are under the jurisdiction of 
the Treasury Department, i.e., Customs. 

Mr. Canrietp. This subcommittee is going to New York tomorrow 
under the leadership of our distinguished chairman to review cus- 
toms operations and facilities for the examination of such mail. 

I have no more questions at this time. 


HELICOPTER SERVICE 


Mr. Pitxion. I would like to clarify the situation with regard to 
the helicopter service. As I understand, there is some difference of 
opinion here as to the mandate of one bureau with respect to your use 
of helicopters for foreign delivery of mail. The chairman referred to 
it as a mandate or as a ordered. Were you ordered or are you 
voluntarily cooperating with the CAB? 

Mr. Srepie. I can’t say there has been any mandate. We haven’t 
been ordered to use them, but we have been encouraged to do so. The 
CAB has indicated it would like to see us make use of the helicopter. 

Mr. Gary. Will the gentleman yield? 

Mr. Piixi0on. Surely. 

Mr. Gary. What I had reference to was that some years ago—and I 
understand that situation has been corrected now and I wanted it to 
show on the record—they had one helicopter service from the roof 
of the ee past office to the airport and back. The plane did 
nothing but fly backwards and forwards to the airport, and it cost the 
Government a considerable sum of money. It was a pet peeve of mine, 


not because they were using the service, but because the CAB author- 
ized the service and told the Post Office Department it had to use it. 

I thought it was wrong in principle, and I fought it very strenu- 
ously. I understand that that situation has now been cleared up. I 
think the helicopter can be used to oe in certain areas, like 


New York, where it picks up passengers and mail on Long Island, 
for New York City and vice versa. I understand that is the way the 
service is being used now. I have no objection to the helicopter serv- 
ice to and from the airport in Chicago if the Post Office Department 
thinks it is proper. But the Postmaster General at that time told 
me it was costing them money. They didn’t want the service but they 
had to use it. I thought that was wrong. 

I fought it very strenuously. I understand it has now been cor- 
rected, and I am glad that it has been. 

Mr. Prtxi0n. I am pleased to know it has been corrected, because I 
think it would be a great mistake 

Mr. Gary. Moreover, Mr. Pillion, I was afraid every other post 
office in the United States soon would want the same service just for 
the publicity it might bring. : . 

Mr. Pitxion. I don’t suppose that this transportation of persons is 
something that the Post Office is getting into as a public transporta- 
tion, is it? 

Mr. Stepte. No, sir. 

Mr. Gary. These passenger helicopters are not Government opera- 
tions. The mail is transported on them just like it is transported on 
railroad trains, which is perfectly all right. 
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MAIL OF COUNTRIES: BEHIND IRON CURTAIN 


Mr. Pitx10on. With respect to the magazines from, say, Communist 
countries or satellite countries, actually there is not a free flow of 
mail, is there, from the free countries to the satellite countries and to 
the two main Communist countries ? 

Mr. Auian. Sir, we send the mail and it is accepted. What they 
might do with it after it is received there, we don’t know. 

Mr. Pintton. Mr. Allan, as a matter of common knowledge, we 
couldn’t send a mass mailing to Red Russia and expect and know it 
to be delivered, could we? 

Mr. Atian. We know that mails are delivered there. But if we 
send a mass mailing, no; I am not in any position to say as to its 
disposition. 

Mr. Prttt0n. I am just trying to get the facts and I am not making 
any personal references here whatever. I am just trying to get the 
facts. On the other hand, we do know that a great volume of agita- 
tion and propaganda is coming from Red China and being delivered 
to ports such as New York and Hawaii by the party line and its fel- 
low travelers throughout this country. 

What suggestion does your Department have for equalizing that 
situation so that countries that will not accept and distribute mail of 
the same type—suppose I felt as keenly about being an anti-Commu- 
nist as they feel about being Communist. I took it upon myself to 
mail $1,000 worth of anti-Communist literature to Red China, and 
they decided—and we knew it would not be delivered. 

On that basis, why should we not refuse to accept that type of mail 
for dissemination in this country? What suggestion do you have 
about that? Iam not making this personal, now. 

Mr. Awan. I understand, sir. As far as the postal administra- 
tions throughout the world are concerned, Mr. Congressman, I think 
their principal objective is to encourage the free flow and exchange of 
mail between countries. 

Mr. Prixion. I understand that. 

Mr. Auxan. Then we hit this problem to which you make reference. 
I think absolutely that our Government must take steps to eradicate it. 
As I understand—I know it to be true—the Congress has made provi- 
sions for that. Further I understand, you are tomorrow going to view 
a unit which is under Treasury, that is the Bureau of Customs, that 
scrutinizes such mail. We have only one obligation to another postal 
administration for notifying them as to the disposition of their mail. 
That is with regard to registered mail. For example, when mail from 
another country comes into the United States and is found to be sub- 
versive or contravenes our importation laws, and a decision is made 
that it cannot enter our mails, and it must be destroyed, we must notify 
the sending postal administration of its disposition. Such statements 
go back to the U.S.S.R., notifying them that registered No. so-and-so, 
addressed to so-and-so, has been, in accordance with the Postal Con- 
vention, destroyed and not admitted to our mails. Hence, they must 
be aware that such a program is in effect. 

Mr. Priu10n. The international situation, I understand, of course, 
is to try and get the mail delivered in every country. But, of course, 
we know as a practical matter that the Communist system and party 
line pays no attention to any agreements. Their own objective is first 
and primarily and every other agreement or objective is merely for the 





245 


purpose of bringing about its own ideas of world revolution and world 
domination. 

Now, in view of that understanding of their exceptions, mental res- 
ervations, with respect to international convenience, do we in this 
Post Office Department—and I talk including myself in the system 
and everyone else—do we take it upon ourselves as an obligation to see 
that the mail is delivered that they sent to us in accordance with inter- 
national agreements, even though the mail that we might send to them 
is not delivered there in accordance with international agreements ? 

What I am trying to get at is what you gentlemen, who are familiar 
with this situation, what practical steps can we, as a Congress, take 
to help you to see that we get reciprocal privileges; that if our mail is 
not delivered in Red Russia, I know we could raise millions of dollars 
to disseminate our ideas of what a free world should be if we were 
assured that that mail could be delivered in Red China and Red Russia. 
But we know it can’t be. Yet, their mail is being delivered here in car- 
load lots. 

What suggestion would you have for us to get together to be able 
to put a stop to this so that we give them exactly the same reciprocal 
sort of treatment that we receive from them ? 

Mr. AttAn. Mr. Congressman, that is a pretty far-reaching ques- 
tion. It involves policy. 

Mr. Pinion. That is right. It is a postal policy, primarily, be- 
cause it is the mails that are being used. 

Mr. Aran. I would like to suggest that perhaps we be permitted 
to put a statement in the record. 

Mr. Pitiion. I wonder if you would give us a summary of that 
situation, or even perhaps a suggested line of legislation, some discus- 
sion for legislation. 

Mr. Atian. I think we could agree to do that, could we not, Mr. 
Sessions? 

Mr. Sesstons. Yes;I think we could. I would like to add a thought 
which I am sure the Congressman is thinking about, and that is 
in a matter of this kind our actions have to be coordinated with the 
State Department. 

Mr. Stepie. And the Treasury. 

Mr. Prruion. I don’t object to the coordinating, but something 
ought to be done to clear up this situation. I know how badly the 
Post. Office Department must feel to see that mail come in and be 
unable to do anything about it under present. circumstances. 

Mr. Gary. You had better coordinate it with the Supreme Court, 
too. 

Mr. Prrx10on. Don’t mention the Supreme Court to me. 

(The following information was supplied for the record :) 

The United States led in the establishment of the Universal Postal Union. 
We have always supported it and have consistently considered that its conven- 
tion created an obligation which possesses the nature of a treaty. Today the 
union is one of the world’s most respected international organizations, due, in 
substantial part, to this country’s support of it. 

A basic concept of the union’s convention concerns the handling of international 
mail. The effect of this concept is that such mail must comply with a particular 
nation’s domestic law if it is to be accorded entry, transmittal, and delivery to 
the individual addressee. Therefore, entry may be denied such mail if it does 
not comply with domestic law. International mail containing alleged foreign 
political propaganda is within this category. 

This situation must be distinguished from that of “in transit” mail. In this 
case, this Nation, in essence, receives international mail at one port of entry and 
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transports it to another port of entry for delivery to a third postal authority 
regardless of its nature or content. 

The Departments of State, Justice, the Treasury, and the Post Office are 
concerned with international mail of the first category when it may contain 
alleged foreign political propaganda. These Departments cooperate closely to 
discharge the mutual responsibility. 

Five types of ordinances guide both the operation and cooperation of these 
Departments in this area. They are (1) the Universal Postal Union Convention, 
whose mandate has already been indicated; (2) special agreements concerned 
with the international exchange of educational, scientific, cultural, and related 
information; (3) the Foreign Agents Registration Act of 1938; (4) the Attorney 
General’s opinions interpreting that act; and (5) the Attorney General’s rules 
promulgated to administer the Foreign Agents Registration Act. 

This Department, once the determination has been made that international mail 
addressed to a domestic resident contains foreign political propaganda, is not 
subject to any pertinent international information exchange agreement, and is 
outside the operation of the Foreign Agents Registration Act, then inquires under 
the requirement of a further Attorney General’s rule whether the domestic ad- 
dressee has ordered, subscribed to, or otherwise solicited such mail. 

The costs of making such inquiry presently are absorbed by the Department. 


RAILROADS HAULING MAIL BY TRUCK 


Mr. Putxton. I note from the chart there that your highway trans- 
portation estimate for 1960 is $90 million. How much of that high- 
way transportation is roughly owned by railroads? Is there a pref- 
erence given to railroads, to haul by truck? 

Mr. Srepte. Yes, sir. Whenever we can no longer get the kind of 
service we need from the railroads, for example, they discontinue a 
train or they change schedules, so that the latter no longer meet our 
needs, before we attempt to contract for highway service, we ask the 
railroads whether they want to move the traffic themselves by high- 
way. Ina number of instances they elect to do so. In fact, our pay- 
ment—correct me on this if I am wrong, Mr. Stepper—lI believe our 
payment to the railroads for highway transportation of the type I 
just described is running well in excess of $2 million a year. 

Mr. Srerrer. That is correct. It is in rail obligation, and not in 
highway transportation. 

r. Prtti0n. Is that a matter of policy or a matter of law? 

Mr. Srepte. It is a matter of policy although I would like to invite 
your attention to section 541a of United States Code, title 39a which 
authorizes the Postmaster General to negotiate with the railroads 
when he determines it to be in the public interest. 

Mr. Pittion. Why should the railroads be granted a preferential 
treatment, especially after this 15 percent decision here in a rate case, 
why should they be given a preference over an ordinary citizen who 
comes in and wants to truck at a lower figure than the railroads; why 
should the railroad be given a preference? 

Mr. Stevie. We, of course, require them to be on a competitive basis. 
But it has been our thinking right along that—— 

Mr. Prion. If they get a first crack at a route, then you don’t get 
really a competitive situation because you have no one to compete. 
You have a regular mileage situation, do you not, mileage rates? 

Mr. Srepiz. We know pretty well what it would cost to move the 
mail by highway due to the many operations we have on the highway. 
We have felt magne along that any carrier, whether it be a railroad or 


whether it be a highway carrier, which has ben handling the mail, and 


then for some reason, probably beyond its control, is no longer in posi- 
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tion to continue doing so in the same manner, we should give that 
carrier an opportunity to retain the traffic in some other way. 

Then again as to the railroads, we look upon them as very necessary 
from the standpoint of national defense and national economy. 

Mr. Pruxi0on. So does every ordinary citizen. 

Mr. Stevie. That is true, sir. 

Mr. Putu10on. Thank you. 


INCREASES BASED ON MAIL VOLUME 


On page 11, sir, page 311 of your justifications, I note two figures 
there under “space used,” additional mail volume cost, $4,712,000, 
and then further on below, under “terminal handling,” additional 
mail volume cost, $1,721,000. 

These additions are based upon what estimated increased volume, 
percentagewise, of mail over 1959 ? 

Mr. Stepper. 4.3 percent. 

Mr. Prion. What is the formula on that figure? Suppose the 
estimate were to drop, and say the increase in mail next year would 
be 3 percent. 

Mr. Steprer. Then we wouldn't spend the money. 

Mr. Pinion. But on what formula? I understand that very well. 

Mr. Srepper. I am afraid I don’t quite get your questions. 

Mr. Puxi0n. What is the formula you use? 

Mr. Stepper. The. formula for developing the 4.3 percent increase 
in volume? 

Mr. Pixon. Yes; the formula you used to wind up with that 
figure. 

"ad, Sreprer. I am going to have to ask the Bureau of Finance, 
General Gillette, to answer the question. 

Mr. Giuuterre. Mr, Pillion, the chairman asked that we submit a 
tabulation showing the effect on obligations of various assumed per- 
centage increases in mail volume over 1959, for fiscal year 1960. We 
are in the process of compiling that information, and it would show, 
sir, not only the effect in the operations appropriation, but also in 
the transportation appropriation. 

Your inference is entirely correct that, of course, there will be some 
effect in this appropriation. 

Mr. Pruuion. Thank you. No further questions. 


TRUCK VERSUS RAIL MOVEMENT OF MAIL 


Mr. Conte. Mr. Siedle, how does the use of trucks compare with 
the railroad cost for the movement of mail ? 

Mr. Stevie. I am afraid I don’t quite understand you. 

Mr. Conte. Do you have a comparison in cost per pound of moving 
mail by either truck or trailer truck, or what have you, over the roads 
as aay eg tothe railroads? Rail versus highways? 


Mr. Stevie. Can you answer that, Mr. Alexander ? 

Mr. Rateu Atexanper. There is usually about a 20 percent differ- 
ential. That is rough, and it is a rule of thumb. I can’t give you 
an exact figure because it varies some in different areas. 

Mr. Stevie. In favor of highway ? 

Mr. Ratepn Avexanver. In favor of highway; yes. 

Mr. Conte. Why don’t you use all highway ? 
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Mr. Rate ALEexaNnper. The matter of service on the longer haul, 
the matter of facilities for the handling of the large volumes of mail 
enter into the evaluation to a great extent. There is the limitation 
of service that the highway can give in some of the areas. 

Mr. Conte. But you have explored the use of trucks wherever 
feasible for giving the same type of service and better service than 
by rails? 

Mr. Ratew Avexanver. We have explored the use, yes. We need 
some facility changes to make the fullest use of highway. 

Mr. Conte. Such as what—terminals? 

Mr. Ratpn Atexanper. Such as terminals, a place to get into and 
get out of where the mail generates and is delivered to the patron. 
For instance, in some areas we do not have the facilities where we can 
make the greatest possible use of trucks. 

Mr. Pittron. In the new modernization facilities, are you taking 
into account the fact, as you say, that the trucking is perhaps 20 

yercent cheaper than railroads, and that we are embarked upon an 
interstate highway construction program that will facilitate trans- 
porting a little bit more by trucking? 

Mr. Rateu ALEXANDER. We are. 

Mr. Pition. So as to furnish facilities for the expected and per- 
haps cheaper means of transportation, that of trucking? 

Mr. Raten Axexanper. Absolutely. I think you will find that 
in every one of our proposed facilities, all of our engineers are mak- 
ing that a prime factor in our studies. 

‘Mr. Sessions. I am sure that will be covered very completely in the 
facilities program. 

Mr. Conte. Would the likes of Jimmy Hoffa sort of deter you from 
putting too much emphasis on the highways for fear of being tied up 
in a strike? 

Mr. Rateuw Avexanper. The fear of a strike does not deter depart- 
mental planning for the use of the highways for the simple reason, as 
General Gillette brought out, we have Government trucks that could 
be pressed into service in an emergency to move the mail, but we still 
have private contractors of considerable intestinal fortitude who will 
move the mail for us. The mail is something of a sacred article in 
this Nation yet, despite Jimmy Hoffa. 

Mr. Conte. Iam glad to hear you say that. 

Beg what percentage of the mail is transported by rail, Mr. 
iedle ? 

Mr. Siepte. It is pretty hard to answer that question because there 
are numerous instances where both the rail and the highway carriers 
are participating. The same is true of air. The mail will move part 
of the way by air and then part of the way by highway. 

The best answer I can give you is to point to what we are spending 
for the different forms of transportation. 

Mr. Steprer. You have it shown in the chart on the stand, $82,- 
867.000 in 1958 against $86,428,000 in 1949. An increase of $3,561,000. 

Mr. Conte. Of course, Mr. Siedle, that doesn’t give you a true 
picture because of the rates charged by the rails are so high that it 
doesn’t give you the percentage of mail that is being transported. 

Mr. Steptz. No, that is very true. 
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Mr. Rateu Arexanper. There is something else there, too. The 
rails receive payment for terminal and loading and unloading cars. 

Mr. Contr. Which is in that rail transportation figure? 

Mr. Rate ALEXANDER. Yes. 

Mr. Sessions. I may add, if I may, Mr. Congressman, that most 
mail gets more than one form of transportation. So it is very difli- 
cult to cut the lines between what portion of it is rail and what portion 
of it is truck, because even after rail arrives at a terminal it is gen- 
erally trucked someplace. 

Mr. Conte. What was the figure of one-fifth of the mail? 

Mr. Sreprz. I said only one-fifth of the communities in which we 
have post offices continue to enjoy a rail service. 


RATE STRUCTURE ON “SPACE USED” FORMULA 


Mr. Conte. I am deeply disturbed, Mr. Siedle, about the statement 
about your new rate structure on space versus the old structure where 
you had to pay for the entire car, Then the rails went: before the ICC 
and obtained a 30 percent increase. 

Is that right ? 

Mr. Stevie. That’s right. 

Mr. Contr. So that where you are now saving on space, they are 
making it up on the increase, in rates or are in some cases paying more 
for rail service than you were before. Is that right? 

Mr. Srepxz. In the final analysis, we are, yes, sir. But if this in- 
crease had not included the space-used basis, that 30 percent average 
would become about 35 percent. 

Mr. Stepper. Higher than that, about 3714 percent. Under space 
— we must recognize we are only paying for space actually 
used. 

Mr. Conte. I think the idea is an excellent one and I favor it, but 
I don’t favor the idea of taking one thing out of one pocket and put- 
ting it in the other pocket. That is exactly what they are doing by 
going in and getting this rate increase of 30 percent. 

Mr, Ratpu Atexanper. I think maybe we ought to answer the Con- 
gressman this way. The Post Office Department and the western 
railroads settled their case by agreement, which was finally approved 
by the ICC for a 714-percent increase, and with the southern rail- 
roads for 1314-percent increase. 

We could not iron out our difficulties or our differences of opinion 
with the eastern railroads, and so the rate that the eastern railroads 
received was left to a decision by the ICC. The ICC took note that 
the South and the West were on space used, and agreed with the De- 
partment it was a better method of accounting, more quickly, more 
cheaply, and more equitably and the Commission order put eastern 
railroads on space used. 

Mr. Gary. Do you have the space-used system on both the south- 
ern and the western railroads, also? 

_Mr. Ratew Axexanper. Yes, sir, all over the United States now, 
sir. 

Mr. Srepte. Mr. Congressman, while that increase was a healthy 
one, was considerably short of what the railroads were actually ask- 
ing for. 
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Mr. Conte. There is no doubt the railroads can ask for the moon 
if they think they can get it. They came in last year and got a 3-per- 
cent excise taken off, and are here this year in the 86th Congress 
asking for further subsidies. Maybe the Government should take 
them over. 

Mr. Gary. The trouble is they not only ask for it, but’ when they 
go before the ICC they get it. at is the thing that is worrying us. 

Mr. Conte. I think the ICC is more interested in the railroads than 
they are in the consumer. 


RAIL POST OFFICE FACILITIES TO PITTSFIELD, CONN. 


In regard to the railroad situation, Mr. Siedle, are you familia 
with the problem that I am having up home about taking some ‘rail 
service away from New York into Stamford, Conn., which comes 
into my area. Quite a few people are disturbed that this may delay 
the mails. 

Mr. Stentz. I believe you have reference to a railway post office car 
that is being operated on a train. 

Mr. Conte. Right. 

Mr. Stepiz. From New York to Pittsfield ? 

Mr. Conte. Right. 

Mr. Srepitz. That has not been finalized. Possibly I should ask 
Mr. McKibbin to answer this, because the railway post offices and 
the highway post offices are under his jurisdiction. But it could be 
summed up this way, that, insofar as mail is concerned, the present 
schedules are not conducive of good service. They are daytime sched- 
ules. What we need is trains to move mail at nighttime. 

So, if that mail were taken off the train in question or the trains 
in question and moved by highway you would get better mail service. 

Mr. Conte. Have you discussed with the railroad the possibility of 
putting on some night service ? 

Mr. Srepte. Yes; that has been discussed with the railroads. They 
say there is not enough passenger traffic to justify a night train. 

r.Conte. No further questions. 

Mr. Gary. Thank you, gentlemen. 


PHILATELIC PROGRAM 


We will now hear briefly from our friend, Mr. Walter, on the phila- 
= egeae and then we will adjourn over until Tuesday at 2 
o’clock. 

I believe you have a written statement, Mr. Walter. 

Mr. Watter. I have, Mr. Chairman, 

Mr. Gary. We will be very glad to hear from you at this time. 

Mr. Water. Mr. Chairman, and gentlemen, I count it a great 
privilege to have this opportunity of appearing before the com- 
mittee today and reporting to you on the progress made in the Post 
Office Department’s philatelic program during the fiscal year 1958, 
and the scheduled activities for fiscal year 1959 and part of fiscal 
year 1960. 

As I testified before this subcommittee in its hearings on February 
4, 1958 (85th Cong., 2d sess.), the Office of the Special Assistant to 
the Postmaster General which I head has the overall direction of 
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the Department’s philatelic program, including the selection of de- 
signs and subject matter for stamps, the publicizing of their issuance, 
the arrangements for first day sale ceremonies, the erection and main- 
tenance of philatelic exhibits in the United States and abroad, and 
all related matters. ; 

The Post Office Department has good and valid reasons for its 
recently increasing interest in and emphasis on its philatelic acti- 
vities, 

We believe that the ideas and messages on U.S. stamps are vitally 
important over and above the value put upon them by collectors. 

We believe our stamps can be extremely helpful in furthering a bet- 
ter understanding and sympathetic appreciation of our Nation, our 
heritage, our history, and our ideals and our hopes, both at home 
and throughout the world. 

Postmaster General Arthur E. Summerfield has aptly summed this 
belief up in these words: “The postage stamps of a nation are a 
living record of its history—a picture gallery in miniature of the 
great events and the spiritual and moral forces which have influenced 
its course and molded its destiny over the years.” 

Those of us charged with the management of our Postal Establish- 
ment also believe that philately can and will make even greater con- 
tributions in the future to our educational and cultural life, to the 
general awareness and appreciation of our national heritage and to 
international good will and understanding. 

We Americans send and receive an astonishing and ever-increasing 
volume of mail, now totaling over 61 billion pieces annually, includ- 
ing a billion parcels. 

In generating this ever-increasing amount of mail—which approxi- 
mates two-thirds of the world’s total—we use about. 24 billion adhesive 
stamps every 12 months. The very volume of these stamps, which 
are used by the milliotis every day in the United States as well as all 
over the world, gives great potency to the messages they carry about 
us and our land. 

We know that these miniature billboards must catch the eye quickly, 
create a pleasant impression, and convey the idea or message instantly 
if they are to be effective silent salesmen. 

To better accomplish these results, a seven-member Citizens’ Stamp 
Advisory Committee comprising prominent philatelists, nationally 
know designers, and a representative of the U.S. Information Agency, 
was established on March 26, 1957, to advise the Post. Office Depart- 
ment on matters relating to the subject matter, design, production, 
and "oonsage of postage stamps with the most appropriate and appeal- 
ing themes. 

Since its inception, the Citizens’ Stamp Advisory Committee has 
met for 1-day sessions at approximately 30-day intervals. Their de- 
votion to their important task and the excellence of their judgments 
have fully met the Department’s expectations. 

I know that this committee fully appreciates the fact that our 
philatelic program is unique in that we actually make money. We 
are one of the few profitable operations within the Post Office Depart- 
ment. An internal audit report of our Philatelic Sales Agency of the 
Bureau of Finance here at headquarters for the period April 6, 1957, 
through September 19, 1958, by the Division of Internal Audit, Bu- 
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reau of the Chief Postal Inspector, shows “the net income for phi- 
latelic sales activities at headquarters (Washington) amounted to 
$2,970,323 for the period April 6, 1957, through September 19, 1958.” 

Increased public response to the Department’s efforts is reflected in 
_ an increase of 19.3 percent in 1958 over 1957 in the gross sales of the 
Philatelic Sales Agency in Washington. 

You aidsrdtend, of course, that when stamps are sold to stamp 
collectors they are taken out of use and the Post Office Department 
is not called upon to perform the normal mail delivery services so 
that the sale of stamps for philatelic purposes can quite legitimately 
be viewed as a profitable operation. 

I have testified previously that the Department has estimated that 
total philatelic sales (those by the Philatelic Sales Agency and the 
post offices throughout the country) approximate $20 to $25 million a 
year. We believe this figure is slightly higher this year. 


COMMEMORATIVE STAMPS 


Twelve commemorative stamps issued in the 1958 fiscal year hon- 
ored these events : 
Air Force commemorative airmail stamp. 
Shipbuilding commemorative stamp. 
Ramon Magsaysay “champion of liberty” commemorative stamp. 
LaFayette commemorative stamp. 
Religious freedom commemorative stamp. 
Gardening and Horticulture commemorative stamp. 
Brussels Universal and International Exhibition commemorative 
stamp. 
James Monroe commemorative stamp. 
Minnesota statehood commemorative stamp. 
International Geophysical Year commemorative stamp. 
Gunston Hall commemorative stamp. 
Mackinac Bridge commemorative stamp. 

In the fiscal year 1959 the following 13 commemorative stamps have 
either been issued or are scheduled for release prior to June 30, 1959: 
Simon Bolivar “champion of liberty” commemorative stamp. 

Atlantic cable commemorative stamp. 

Lincoln sesquicentennial commemorative stamps (series of four). 
Lajos Kossuth “champion. of liberty” commemorative stamp. 
Journalism and freedom of the press commemorative stamp. 
Overland mail commemorative stamp. 

Fort. Duquesne commemorative stamp. 

Alaska statehood commemorative stamp. 

Oregon statehood commemorative stamp. 

Jose San Martin “champion of liberty” commemorative stamp. 
Arctic explorations commemorative stamp. 

World peace through world trade commemorative stamp. 

St. Lawrence seaway commemorative stamp. 

A special NATO stamp will also be issued during this year. 

For the fiscal year 1960 our plans so far completed call for the is- 
suance of these stamps in the 12-month period ending December 31, 
1959: 

Balloon Jupiter airmail commemorative stamp. 
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Pan American games commemorative stamp. 

Petroleum industry commemorative stamp. 

Dental health commemorative stamp. 

The Department has continued its series of conservation stamps by 
the issuance on November 22, 1957, of a wildlife conservation stamp; 
on October 27, 1958, of a forest conservation stamp, and the planned 
issuance of a soil conservation stamp on August 26, 1959. 

Currently the one-color commemorative stamps are manufactured 
at a cost of approximately 33 cents per thousand, and the multicolor 
stamps at a cost of approximately 50 cents per thousand. 

We believe that the appearance of our stamps is being constantly 
improved. We are sot. encouraged by the cooperation we are re- 
ceiving from outstanding artists and designers who have heretofore 
had no interest in stamp design. During the past 18 months we have 
had stamps designed by such noted artists as: 


Anthony Petruccelli Lester Beall 
Alexander Nagy Charles Goslin 
Robert Geissmann Rudolph Wendelin 
Denver Gillen Douglas Gorsline 
Bradbury Thompson Richard Lockwood 
Frank Conley Robert Hallock 
Homer Hill George Samerjan 
Rene Clark Steve Dohanos 
George Giusti Robert Baker 


During the past year we have made a considerable effort to interest 
more newspapers in stamp column news to be run in their weekend 
issues. As a result of this activity, approximately 600 newspapers 
now are running stamp column news for the first time. 

The Department participated in the Brussels Universal and Inter- 
national Exhibition with a booth which displayed and sold U.S. com- 
memorative postage stamps at cost to visitors. We have been told 
by the exhibition management that this activity created goodwill 
toward the United States, particularly since our stamps were sold at 
face value, contrary to the general practice of other nations. 

Our “Champion of Liberty” stamps continue to win goodwill in our 
relationships with foreign nations. The ceremonies held when the 
Kossuth and Simon Bolivar stamps were issued were outstanding 
successes. U.S. News & World Report in its current issue of February 
20, 1959, has an interesting item as follows: 

One 4-cent U.S. stamp now brings $8 from Iron Curtain collectors, U.S. dealers 
said. It honors Louis Kossuth, leader of a Hungarian victory over Russians in 
1848. Mail bearing the stamps is turned back at Soviet-bloc borders. 

The President’s “People to People” program has found mailings of 
first-day covers of the “Champion of Liberty” stamps particularly 
effective in creating interest throughout the world. Responses are 
received from everywhere, including many from Iron Curtain 
countries. 

During the calendar year 1958 approximately 10 million first-day 
covers were purchased and mailed by philatelists. 

Mr. Chairman, I would like to conclude this brief report by once 
again paying a tribute to the Bureau of Engraving and Printing. 
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Their meee and the excellence of their work throughout the year 
is extremely gratifying to the Post Office Department. 

Mr. Gary. Thank you, Mr. Walter. I believe the Bureau of Print- 
ing and Engraving told us in its testimony before this committee that 
it has eliminated most of the difficulties it experienced in the printing 
of multicolored stamps. 

Mr. Watrer. That is very true, yes, sir. 


MULTICOLORED STAMPS 


Mr. Gary. Mr. Canfield and Mr. Pillion, I know, have been advo- 
cating multicolored stamps for a long time. They are very much 
pleased with the fact you have eliminated those difficulties and are 
now issuing some of those stamps. 

Mr. Watrter. Yes. We plan them more along that line, Congress- 
man. The St. Lawrence seaway stamp will probably be issued in 
different colors. There is a very interesting story back of this stamp. 
For the first time two nations, Canada and the United States, will 
issue a stamp with an identical design. The only difference in the 
stamps will be that the Canadian stamp will be a 5-cent stamp for 
their first-class mail, and ours will be a 4-cent stamp. The Canadian 
stamp will have a red background with the lettering in blue, while 
ours will have a blue background with the lettering in red. 

Those stamps are to be put on sale when the Queen and the Presi- 
dent meet near Montreal late in June to dedicate the St. Lawrence 
seaway. We think that will be quite a significant development. 


RECEIPTS FROM SALES 


Mr. Gary. That is very interesting. What do _ estimate, after 


aetetting all costs connected with it, that the profit of your Division 
is? 

Mr. Watter. On the philatelic sales ? 

Mr. Gary. Yes, sir. 

Mr. Watrer. As I have indicated, Mr. Chairman, we think that 
the sales, as nearly as we can estimate, are in the neighborhood of 
$20 million for philatelic sales purposes, and that a very high per- 
centage of that total, 75 to 80 percent, certainly would be clear profit. 
Our costs of ee. as I have indicated previously, for a 4-cent 
stamp would be 33 cents a thousand. We get $40 for those thousand 
stamps that we sell for philatelic purposes that have cost us only 33 
cents to print. 

Mr. Gary. That $20 million is an annual figure? 

Mr. Waurer. That’s right. Those are the sales throughout the 
country for the Nation’s 36,000 post offices as well as our Philatelic 
Sales Agency here in Washington. 


COST OF PUBLIC RELATIONS 


I have here, Mr. Chairman, some cost figures on our public relations 
activities as a whole, of which the philatelic public relations expenses 
are a part. If you would wish me to, I would be very happy to 
present those to you. 

Mr. Gary. All right. 
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Mr. Watrter. For the fiscal year 1958, for general publicity and 
information, the salaries of the 15 people in my office, including myself, 
the cost of newspapers and oieiaes, the printing of press releases 
and their distribution, and the printing of miscellaneous pamphlets, 
as well as the preparation of one black-and-white moving picture film 
which was used around the country, totaled approximately $186,000 
for the year. 

During the same year, the cost of our philatelic public relations, 
which we separate from our general public relations, totaled $85,400, 
of which $31,100 were spent for the ; eermate exhibit. 

Mr. Gary. Does the 33-cents-a-thousand cost of the stamps include 
the designing and the plates and everything connected with it? 

Mr. Watrer. It includes everything, Mr. Chairman. All the 
production costs. 

Mr. Gary. And the payment of the artists ? 

Mr. Watrer. With the exception of a $500 fee, which by law, we 
pay to the artist. 

Mr. Gary. That is fixed by law? 

Mu Watter. That is fixed by law. That is the total that we can 
pay an artist, and that is what we customarily pay. 


FIRST-DAY SALES 


I have brought along some literature that will give you an idea of 
how significant these first-day sales are in the various communities. 
This is the program of a ceremony held near Lincoln’s birthplace at 
Hodgenville, a small town in Kentucky just this past week. This 
program was printed and prepared by the local people at their 
expense. On it are mounted four of the stamps with the first-day 
cancellation. They are here, sir. Then here is an example of the 
first-day cover that was sent out. There were probably a half-million 
of those purchased by stamp enthusiasts all over the world by sending 
their money in advance to the Hodgenville postmaster. I had the 
pleasure of being in Oregon over the weekend when the Oregon 
Centennial stamp was dedicated. This is the program they used and 
here is a first-day cover, Congressman, that they used in Oregon. 

Last year their were about 10 million of these first-day covers used 
at various stamp ceremonies. We have improved these covers re- 
cently by using a pictorial cancellation. In this case it is the State 
seal of Oregon, and the one in Kentucky shows the log cabin where 
Lincoln was born. We always try to work in a pictorial cancellation 
that gives additional meaning to the first-day cover. 

There are some of those new stamp columns that are appearing 
now for the first time in many newspapers, usually over the name of 
the local postmaster. 

Mr. Gary. How often do they appear ¢ 

Mr. Water. Once a week, sir. There are about 20 million people 
in the country who regularly collect stamps. This is a tremendous 
audience. I think it is rather interesting, too, that educational au- 
thorities report to us that there is a mounting interest on the part of 
youngsters in stamps. 

Mr. Canrietp. Mr. Walter, I am not a philatelist, either, but I 
have a wholesome respect for those who do indulge in that very fine 
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hobby. The chairman of this committee has been very kind to me in 
recalling that I pioneered a bit in urging the Bureau of Engraving 
and Printing, which you have properly complimented here today, in 
gearing itself to produce multicolored stamps. 

That was at a time when the Bureau leadership in fact felt that it 
couldn’t be done in terms of the knowledge of that day, and quite 
some time before you became head of this Division in the Post Office 
Department. 

t pleases me no end to see what has been accomplished. I like the 
Department’s concept of promoting international good will and 
understanding with ideas and messages on postal stamps. 


CITIZENS ADVISORY COMMITTEE 


Mr. Walter, who are the members of your seven-member Citizens 
Advisory Committee, and what are their respective callings ? 

Mr. Watter. The committee’s membership at present is composed 
of Mr. William H. Buckley, who is a former president of the Art 
Directors Club in New York, and is also the art director for one of 
the largest advertising agencies in New York City. He is one of the 
artist members of the committee. 

The second member of the committee, also one of the artist members, 
is Mr. Arnold J. Copeland, who is a former president of the Westport 
Artists, a group of outstanding commercial artists. Mr. Copeland, 
until very recently was the art director for a large advertising agenc 
in New York, and has now set up his own art service in New Yor 


City. 

The third artist member of the committee is Mr. Ervine Metzel, who 
is a former president of the Society of Illustrators in New York City, 
an outstanding organization of commercial artists and designers. 

The organizations which these gentlemen represent, the Art Direc- 
tors Club of New York, the Westport Artists, and the Society of Illus- 
trators, have within the membership of the 3 groups about 9,000 com- 
mercial artists and represent about 90 percent of all the creative art 
talent in the country. 

It is possible, through the contacts which these gentlemen have, to 
go to nearly every prominent artist in the country and, generally 
speaking, enlist his cooperation in designing the stamps. 

Three other members of the committee are nationally known phi- 
latelists. One of these is Mr. Bernard Davis, the director and founder 
of the National Philatelic Museum of Philadelphia, a museum whose 
valuable collection he has just offered to the Post Office Department, 
plus a trust fund to carry on its operation. 

The second philatelic member is Mr. Sol Glass of Baltimore, the 
president of the Bureau Issues Association. The third gentleman is 
another distingushed philatelist, Mr. Harry L. Lindquist of New York, 
the chairman of the National Federation of Stamp Clubs. 

Mr. Canrievp. That is an impressive committee, Mr. Walter. It is 
good to note that it is composed of artists and philatelists. 

Mr. Watrter. That’s right, sir. 

Mr. CanFrieLp. They were named by whom ? 

Mr. Watrer. They were named by the Postmaster General. We 
have additionally a seventh member of the committee, Mr. Congress- 
man, the Deputy Director of the U.S. Information Agency, who 
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through his contacts brings to the committee the point of view of all 
the executive branches of the Government. 

For example, we work very closely with the State Department, the 
Department of Agriculture, the Department of the Interior. We 
work through the U.S. Information Agency in getting helpful infor- 
mation from all Government agencies. a ; 

Mr. Canrietp. That is very appropriate, too. His name is—— 

Mr. Watrer. Mr. Abbott Washburn. 


NATO STAMP 


Mr. Canrie.p. I am glad to hear that projected for this calendar 
year isa NATO stamp. I say that because for the last 2 years I have 

en privileged to attend the NATO Interparliamentary Conference 
in Paris. This year, as you undoubtedly know, Mr. Walter, the NATO 
Interparliamentary Conference is being held in our Capital City. 

Mr. Watter. That is true. 

Mr. Canrtevp. Is this stamp to be issued about the time of that 
Conference ? 

Mr. Waturer. This stamp is to be issued at the time of the Con- 
ference. We worked very closely with the State Department in all 
the planning for it. Incidentally, it is designed by Steve Dohanos, 
who is the artist who does many covers for the Saturday Evening 
Post. It is the first stamp he has ever designed. He is a most 
outstanding artist. 


SENDING OF MAIL BY MISSILES 


Mr. Canrtetp. Mr. Walter, at a recent dinner here in Washington, 
the Postmaster General was among several speakers. He received 
quite a hand and at the same time traces of a laugh when he announced 
to the rather large assembly it would not be long before the U.S. mail 
would be sent to certain areas by missile. As a matter of fact, there 
was some little editorial comment about it, one editorial emphasizing 
the current cost of missiles. I am speaking of other than ballistic 
missiles. I hear that the General was quite serious. Would you 
comment on that ? 

Mr. Watrer. Mr. Congressman, he was. I know for a fact that 
some experiments have been made and some are contemplated very 
shortly to actually carry mail by missiles. How soon that will be- 
come a practical reality from the cost standpoint is highly problemati- 
cal at this moment. But mail has been carried in a nose cone, carried 
on one missile that went out to sea about 1,600 miles at a rate of 9,000 
an hour, when the nose cone dropped into the ocean. The nose cone 
was recovered and in the nose cone was a plastic envelope in which 
there were several letters, one of which was returned to Secretary 
Brucker, another to General Twining, absolutely unharmed. 

Mr. Canrietp. Had I known about that projected experiment, I 
would have dropped a note to our distinguished chairman, and, I 
might add, when the first missile with mail is launched, providing it 
develops that it is economically feasible I would, like our chairman, 
appreciate the privilege of sending a letter to someone. 

Mr. Watter. I am quite certain the Postmaster General will think 
of you gentlemen. 
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mation from all Government agencies. , : 
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the current cost of missiles. I am speaking of other than ballistic 
missiles. I hear that the General was quite serious. Would you 
comment on that ? 
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shortly to actually carry mail by missiles. How soon that will be- 
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on one missile that went out to sea about 1,600 miles at a rate of 9,000 
an hour, when the nose cone dropped into the ocean. The nose cone 
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Mr. Conte. Mr. Walter, in your presentation you listed a group of 
artists who were about to design some stamps and have designed 
stamps for the Government. 

Mr. Watter. Yes, sir. 

Mr. Conte. I notice from that list that the name of Norman Rock- 
well was missing. I am wondering if the Department would. con- 
sider the utilization of his services in that field, being one of the lead- 
ing artists in his field in the United States. 

Mr. Watrter. I would think, Mr. Congressman, that if we could 
secure Mr. Rockwell to design a stamp we would consider it quite a 
feather in our cap. We have made some preliminary contacts with 
him through our artist members. I think the gentleman is eminently 
secret and if he could be induced to design a stamp, it would be a 

ne one. 

Mr. Conte. I will be glad to offer my services as a liaison man and 
speak to him next weekend when I go home. 

Mr. Guerre. I might explain the difference between the different 
missiles for your information in considering this subject. There is 
the ballistic missile, which of course is the one with the trajectory of the 

_ projectile. Then there is what Mr. Quarles likes to call the air-breath- 
ing missile, which stays in the earth’s atmosphere. An example of that 
is the Navy’s Regulus or the Air Force’s Snark or Navajo. 

The kind that will deliver mail will probably not be a ballistic mis- 
sile which in all likelihood would be smashed unless it were impacted 
in a water area; it might well be the air-breathing type of missile 
that can be landed and recovered. 

I thought because of your mention, Mr. Canfield, of the expense 
of missiles, that you would like to have in mind that if it were the air- 
breathing type it would be recoverable and therefore more practical. 

Mr. Watrter. I hope you gentlemen and the others on the com- 
mittee can come down to the Department next week on the 25th of this 
month, when we have a ceremony dedicating the San Martin “Cham- 
pion of Liberty” stamp. That is going to be quite an impressive cere- 
mony. 

Me Gary. Mr. Walter, I have that invitation. I would like to 
come myself. 

Thank you, Mr. Walter, we appreciate your testimony before the 
committee. 

The committee will now adjourn until Tuesday afternoon at 2 p.m. 
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Tuespay, Fesruary 24, 1959. 


FACILITIES 
WITNESSES 


EDSON O. SESSIONS, DEPUTY POSTMASTER GENERAL 

ROLLIN D. BARNARD, ACTING ASSISTANT POSTMASTER GENERAL 

ROY D. SCHLEGEL, DIRECTOR, DIVISION OF VEHICLES 

WILLIAM H. TOWNSEND, DIRECTOR, DIVISION OF SUPPLIES 

HAROLD L. DUNCAN, DIRECTOR, DIVISION OF REAL ESTATE 

ROBERT H. BRINKMEYER, FINANCIAL CONTROL OFFICER 

HYDE GILLETTE, ASSISTANT POSTMASTER GENERAL, BUREAU OF 
FINANCE 

LINDSLEY H. NOBLE, DEPUTY ASSISTANT POSTMASTER GENERAL 
AND CONTROLLER, BUREAU OF FINANCE 

CLARENCE N. BRUCE, ASSISTANT CONTROLLER FOR BUDGET, 
BUREAU OF FINANCE 


Program and financing 





1958 actual | 1959 estimate 





Program by activities: 
1. Building occupancy-.-.- $59, 678, 771 $71, 562, 000 
2. Supplies and services. 41, 408, 735 41, 180, 000 
3. Regular capital oem 68, 174, 166 68, 925, 
4. 1959 program obligated in 1958 15, 238, 311 | —15, 238, 311 


Total obligations. 184, 499, 983 | 166, 428, 689 
Financing: 
Comparative transfers to other accounts 2, 074, 210 
1959 appropriation available in 1958 —15, 238, 311 15, 238, 311 
Unobligated balance no longer available 1, 043, 118 


Appropriation (adjusted) 172, 379, 000 | 181, 000,000 
Proposed supplemental due to pay increases... 667, 000 





























Appropriation (adjusted): : 
Appropriation -_ - 237, 000,000 | 175, 000, 000 
Transferred from— 

“Operations” (72 Stat. 65). 6, 000, 000 
“Finance” (71 Stat. 39). - 
IE ice gg erp (71 Stat. 39) 
Transferred (71 Stat. 39) to— 
“Administration, regional operation, and research’’.._ 2, 034, 
“Operations’’. —71, 520, 
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Object classification 





1958 actual {1959 estimate | 1960 estimate 








Total number of permanent positions $1, 443 
Average number of all employees. ..........--..-.--------.-.- 1, 514 
Number of employees at end of year ° 1, 443 





Average PFS level and salary F 3.6 $4,547 





01 Personal services: 
Permanent positions $6, 592, 829 
Other personal services & 309, 105 





Total personal services 6, 901, 934 
Travel 5 134, 000 
Transportation of things 3, 559, 000 
EE I is ccc nina deduce caccanaesonacad 3, 263, 936 3, 701, 000 
eee 56, 443, 000 
Printing and reproduction 4 04. 4, 185, 000 
Other contractual services___._- 14, 143, Ze 


8 
Supplies and materials_. sak ‘ 28, 120, 91 


Equipmert_.-___- Satie aa , 748, 54, 418, 000 
Lands and structures < 

Grants, subsidies, and contributions. _- 

13 Refunds, awards, and indemnities. 

15 Taxes and assessments._-_..........-------- 1, 504 1, 600 
1959 program obligated in 1958 15, 238, 311 | —15, 238, 311 


Total obligations. 184, 499, 983 166, 428, 689 


HES8RS8RR88 




















COMPARISON OF 1959 AND 1960 BUDGETS 


_ Mr. Gary. The committee will come to order. 

We will now consider the budget request for “Facilities.” We will 
insert in the record a brief table comparing the amount requested for 
1960 with the appropriation for 1959. 

Appropriation, 1959. 


Anticipated pay supplemental 
Fund transfers. 











Total, comparative appropriation, 1959 
Estimate, 1960. 
Increase over appropriation, 1959 
Increase over total comparative appropriation, 1959. 











JUSTIFICATION OF THE 1960 ESTIMATE 


We will also insert at this point in the record pages 401-405 of 
the justifications. 
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(The pages referred to follow :) 


Facrities, 1960 
Statement relating appropriation estimate to current appropriation 


1958 appropriations (including supplementals) $172, 379, 000 
1959 budget estimates. 175, 000, 000 











1959 appropriation in annual act 175, 000, 000 
Fund transfer from “Operations” 6, 000, 000 





Current appropriation, 1959 181, 000, 000 
Proposed supplemental due to salary increases, Public Laws 426 
and 462. 667, 000 








Adjusted appropriation, 1959 





Additions: 

Rents, land acquisition, and fuel and utilities will increase___ 

Operating supplies and materials, stamps and accountable pa- 
per, and other postal supply services will increase. 

The cost of employment at supply centers, mail bag repair cen- 
ters, equipment warehouses, and for postal equipment tech- 
nicians will increase 

Employment, supplies, and materials used for the manufacture of 
mail bag equipment and the drawing and printing of post route 
maps 

Building and equipment improvement program will decrease 

Increase in standard equipment procurement 

Additional vehicles for replacement, extension of service, and 
carrier mechanization 12, 179, 000 

Total 18, 993, 000 


Total estimate for 1960 200, 660, 000 




















Analysis of estimated increase in obligations 





Increase or| Percent 
decrease 


Activity and account — or 





Building occupancy: Rent, fuel, and com- 
munications $59, 678, 771 |$71, 562,000 |$76, 051, 000 


Supplies and services: 
Supplies and services 28, 256, 419 | 30, 560,000 | 32, 806, 000 
Facilities field personnel 5, 471, 146 6, 131, 000 
Awards, training, and repairs 218, 984 





equipment shops and cartogra- 


7, 462, 186 5,917, 000 
41, 408, 735 | 41, 180,000 | 44,854,000 | 3,674,000 








Regular capital program: 
Building and equipment improvement 
program 37, 200, 211 | 41,836,000 | 39,591,000 |—2, 245, 000 
Equipment for standard program 16, 579, 000 | 17,475,000 896, 000 
Vehicle procurement 10, 510, 000 | 22,689,000 | 12, 179,000 


Subtotal 68, 174, 166 | 68,925,000 | 79,755,000 | 10,830, 000 


Total comparative obligations 169, 261, 672 |181, 667,000 18, 993, 000 
Advance procurement. 15, 238, 311 | —15,238,311 15, 238, 311 


Total facilities 184, 499, 983 |166, 428, 689 34, 231, 311 
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GENERAL STATEMENT 


This appropriation provide funds for procurement and operation of space, 
including payment of rents, utilities, fuel, and communications; for procurement, 
warehousing, and distribution of supplies, stamps and accountable paper used 
by the Department, including related contractual services; and for the manu- 
facture, storage, and repair of mailbags, postal locks, and other specialized mail 
equipment items. 

It also provides funds for the regular capital program. These are required 
for replacement equipment in postal facilities; vehicles for replacement, normal 
expansion of service, and some carrier mechanization; and for the regular 
building and equipment improvement program. Additional capital funds are 
being requested under the postal modernization appropriation. 

During 1958, 50 percent of the funds appropriation for fiscal year 1959 for 
supplies and equipment were made available for advanced procurement (Public 
Law 85-386). An amount of $15,238,311 of such funds was obligated from this 
appropriation. 


Fiscal year 1959—Analysis of additional funds required for salary increases under 
Public Laws 85-426 and 85-462 


Annual appropriation, 1959 _-. $175, 000, 000 
Transfer from “Operations” eee 6, 000, 000 








Total funds available 181, 000, 000 
Estimated obligations 181, 667, 000 








Additional amount required for pay increases, 1959. 


FISCAL YEAR 1958 


Salary increases provided under Public Laws 85-426 and 85-462 for nersonnel 
paid from this appropriation amounted to $289,454 in fiscal year 1958 for the 
period January 11 to June 30, 1958. Of the increased cost in 1958 only $45,454 
was absorbed within the available appropriation. The remainder of the increased 
cost, or $244,000, was covered by a fund transfer from other accounts. 


FISCAL YEAR 1959 


In fiscal year 1959 the increased salary costs resulting from legislation enacted 
in fiscal year 1958 are estimated at $667,000. Due to the nature of the appro- 
priation and the programs financed hereunder, none of the increase can be 
absorbed in 1959. 

The estimated percentages of the pay increase as they have been developed 
for each salary account are based upon the percentage increase of the total 
annual salaries of employees on the rolls at the end of fiscal year 1958 after 
conversion to the new salary rates. The percentage increases thus obtained are 
applied to those items affected by the salary increases. 

The total increase of $667,000 due to the salary increase legislation is analyzed 
as follows: 


Salary obligation increases_ $626, 221 
Group life insurance, retirement contribution, social security taxes, ete. 40, 779 
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Analysis of cost of salary increases under Public Laws 85-426 and 85-462, fiscal years 
1958 and 1959 





Fiscal 1958 Fiscal 1959 





Increased cost, | Increased cost 

Estimate | Jan.11-June | Total Estimate Total 
at old 30, 1958 | actual at old current 
salary | obliga- salary Per- estimate 
rates tions rates cent |Amount 

Per- |Amount 

cent 








Facilities field person- 
OO. re commencnbucwises $5, 235, 850) 4.49) $235, 296) $5,471,146; $5, 419, 817 , $550, 183); $5, 970, 000 


Mail equipment shops 
and cartography 1,114,259) 4.86) 54,158) 1,168,417; 1, 146, 273 : 116,817} 1, 263, 090 
Subtotal 6, 350, 109 289, 454; 6, 639, 563) 6, 566, 090 4 7, 233, 090 
Items in above accounts 


not affected by salary 
increase 162, 622, 109 162, 622, 109) 174, 433, 910 174, 433, 910 


Total 168, 972, 218 169, 261, 672! 181, 000, 000 181, 667, 000 
Advance procurement..} 15, 238, 311 15, 238, 311| —15, 238, 311 —15, 238, 311 


Total facilities._..|184, 210, 529 289, 454/184, 499, 983) 165, 761, 689 j 166, 428, 689 









































Mr. Gary. Mr. Barnard, will you testify on this item? 
Mr, Barnarp. I will, sir. 


NEW STAFF MEMBERS 


Mr. Chairman, before we start the testimony this afternoon, may I 


introduce members of my staff, some of whom are new to you? 

Mr. Gary. We will be pleased to have you do so. 

Mr. Barnarp. On my right is Mr. Robert Brinkmeyer, who is the 
financial control officer of the Bureau; Mr. Schlegel, the Director of 
Vehicles, whom you all know; and Mr. Townsend, Director of Sup- 
plies, whom you all know; and the new gentleman on the staff, in the 
capacity of Director of Real Estate, is Mr. Harold L. Duncan, 

[ am very happy to have these gentlemen with me today and I hope 
we can successfully answer all the questions you may have on our 
appropriation requests. 

Mr. Gary. We are very glad to have them. 

I wonder if you could give us a brief biography of each of them for 
the record. 

Mr. Barnarp. Yes, sir; we will be happy to do so. 

(The information follows :) 


Roy D. SCHLEGEL 


Mr. Roy D. Schlegel is Director of Vehicles, Bureau of Facilities, Post Office 
Department. In this capacity he directs the program for the procurement, de- 
sign and maintenance of approximately 35,000 Government-owned vehicles and 
the hire of approximately 5,000 additional vehicles. He directs the largest ci- 
vilian motor fleet in the country. 

Mr. Schlegel joined the Department in August of 1953. He came into the De- 
partment from the Department of Defense, Corps of Engineers, where he had 
been outstanding as an Automotive and Mechanical Engineer in various phases 
of the construction and automotive equipment program. From 1946 to 1953 
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Mr. Schlegel participated in the research and development program at Fort Bel- 
voir and was a deputy Army member of the Research and Development Board, 
a panel for engineering and construction equipment of a top secret nature. From 
1945 to 1946 Mr. Schlegel served as an Equipment Specialist in the non-Military 
Property Branch of the Corps of Engineers. He was responsible for the re- 
distribution or disposal of millions of dullars worth of engineer equipment and 
material. From 1989 to 1945 Mr. Schlegel was a very vital part of the Defense 
program. As Construction Superintendent, Department of the Army, Corps of 
Engineers, he participated in the construction of airfields, camps, hospitals, ord- 
nance depots, training centers, repair centers, etc. From 1930 to 1939 Mr. Schlegel 
operated a general contracting and equipment rental business, operating a fleet 
of 169 trucks and a successful truck mix concrete business. Prior to 1930 Mr. 
Schlegel was an assistant superintendent of underground construction with the 
Potomac Electric Power Co. 

Under Mr. Schlegel’s direction the city delivery, Government-owned vehicle 
program of the Post Office Department has been brought to its highest point of 
efficiency. He has been honored to receive numerous awards for his outstanding 
management, including an award by the National Civil Service League and com- 
mendations from the Postmaster General and heads of other departments. 

Mr. Schlegel was educated in Washington, D.C., elementary and high schools 
and attended Lehigh University. He presently resides in Virginia. He is a mem- 
ber of the American Military Engineers, the American Institute of Electrical 
Engineers, and other engineer societies. He is also a member of the Wings 
Club. 


HaroLtp L. DUNCAN 


Mr. Harold L. Duncan is Director of Real Estate, Bureau of Facilities of the 
Post Office Department. In this capacity, he is responsible for the acquisition, 
management, maintenance, and disposal] of all real property of the Post Office 
Department. 

Mr. Duncan joined the Department in 1953 coming directly from his own real 
estate business in Tacoma, Wash. In Tacoma he was a member of the National 
Association of Real Estate Boards and past president of the Tacoma Real Estate 
Board. He is a past director of the Washington State Association of Realtors 
(two terms) and was a charter member of the Society of Residential Appraisers 
of Tacoma, a member of the National Association of Home Builders and the 
National Association of Real Estate Brokers. 

Mr. Duncan was Regional Real Estate Manager in Portland, Oreg., responsible 
for real estate operations in the States: Washington, Oregon, Idaho, Montana, 
and Alaska. He transferred to Washington headquarters in the spring of 1956. 

His first assignment was the comprehensive survey of the Department’s real 
property management program. He was responsible for all leasing operations 
just prior to his promotion to Director of Real Estate. 

Mr. Duncan attended the University of Washington and has been in the real 
estate business all his life. 


WiLt1am H. Townsend 


Prior to entering the Government service in May 1954, Mr. Townsend spent 45 
years in all phases of the linoleum manufacturing industry as cost analyst, office 
manager, purchasing agent, inventory control, warehousing, and distribution, 
and the last 20 years as manufacturing manager. He came with the Government 
as Chief of Warehousing and Distribution in May 1954 and was appointed Direc- 
tor of Supplies in December 1954. In this capacity he is responsible for the 
direction of Post Office Department procurement, warehousing, and distribution 
of supplies at 4 supply centers and 7 capital equipment warehouses, operation of 
the Mail Equipment Shops for the manufacture of sacks, pouches, locks, and keys 
peculiar to the Postal Service and repair, storage, and distribution, in 16 facili- 
ties in the field of all sacks, pouches, locks, and keys. 
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Rosert H. BRINKMEYER 


Mr. Robert H. Brinkmeyer, Financial Control Officer, Bureau of Facilities of 
the Post Office Department, is-responsible for general financial management of 
the Bureau’s funds and for liaison with the Bureau of Finance. 

Mr. Brinkmeyer joined the Department in 1953 as Budget Officer for the 
Bureau after previous experience in budget and financial management in other 
Government agencies and military service. 

He is a member of the Federal Government Accountants’ Association and the 
Society for Advancement of Management. He is a graduate of Ohio State 
University. 

Mr. Gary. Mr. Barnard, from what appropriation was the $6 mil- 
lion transferred to “Facilities” ? 

Mr. Barnarp. The $6 million was transferred from “Operations” 
to “Facilities.” This transfer was accomplished in the latter part of 
the calendar year 1958 for the purpose of increasing the amount avail- 
able in the “Facilities” rent program, for the obligations incurred 
through land acquisition. 

As you may remember, we oftentimes make contracts to purchase 
or take condemnation action in order to control specific parcels of 
real estate for our lease operation. This $6 million was added to the 
funds previously appropriated to “Facilities” to allow us to proceed 
further with our plans for postal modernization. 


INCREASE REQUESTED FOR 1960 


Mr. Gary. What are the reasons for the $25 million increase re- 
quested for 1960? 
BUILDING OCCUPANCY 


Mr. Barnarpv. If I may, Mr. Chairman, I would like to answer 
that in several parts. If we could start with the building occupancy 
phase of the budget, and start on page 406. I would request that 
page 406 be introduced into the record at this point. This particu- 
ar table shows the —— in the building occupancy expenditures 


on a comparative increase basis. 
Mr. Gary. Without objection it will be placed in the record at this 
point. 
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Building occupancy, comparative increase, $4,489,000 (net increase $4,864,717).— 
Analysis of obligations 





1958 1959 Increase or 
decrease (—) 





Rent program: 
Rents and leases (05) $37, 453,866 | $40,960,000 | $47, 433,000 $6, 473, 000 
Payments to other Government agencies 

in lieu of rent (07) 406, 000 432, 000 
Architectural and engineering services (07) -- 154, 971 3, 000 4 
Land acquisition (10) 3, 491, 556 9, 650, 000 5, 000, 000 


Subtotal 41, 306, 990 51, 019, 000 52, 868, 000 








Fuel and utilities: 
Freight and drayage (03) 616, 296 580, 000 540, 000 
Utilities (05) 11, 473, 144 13, 041, 000 15, 073, 000 
1, 735 2, 000 : 
3, 016, 670 3, 220, 000 3, 468, 000 


Subtotal -| 15, 107, 845 16, 843, 000 19, 083, 000 
Commun v8 3, 263, 936 3, 700, 000 4, 100, 000 


Total comparative obligations 59, 678, 771 71, 562, 000 76, 051, 000 4, 489, 000 
Advance procurement.... 375, 717 —375, 717 375, 717 


Net obligations 60, 054, 488 71, 186, 283 76, 051, 000 4, 864, 717 





























Mr. Barnarp. The gross change in the rent program is $1,849,000, 
which is primarily effected by a $6,473,000 increase in rental payments, 
and a $4,650,000 decrease in the funds requested for land acquisition, 
being the difference between $5 million requested in 1960 and $9,650,000 
available in 1959 and the transfer which we just discussed. 

There is then an increase of $2,240,000 in the fuel and utilities bracket 
a is primarily due to an increase in square foot occupancy during 
the year. 

We then have a total of $4,489,000 as the comparative obligation and 
increase over 1959. 

SUPPLIES AND SERVICES 


If we may turn to page 409, in the supply and services area—again 
if I may, sir, I request the insertion of this Oo 

Mr. Gary. Without objection it will be placed in the record. 

(The matter referred to follows :) 


Faciuities, 1960 


Supplies and services, comparative increase $2,246,000 (net increase $3,792,031)— 
Analysis of obligations 





Item 1958 Increase or 
decrease (—) 





Transportation of things (03) $354, 447 
Rental equipment (05) 4 ae 2, 264, 382 
Printing and reproduction (06) 4, 043, 002 
Other contractual services (07)-- 1, 975, 324 
Supplies and materials (08) 19, 619, 264 





Total comparative obligations 28, 256, 419 
Advance procurement (Public Law 85-386) -...- 1, 546, 031 


Net obligations 29, 802, 450 3, 792, 031 
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Mr. Barnarp. You will see an increase of $2,246,000 in 1960 over 
1959 on a comparative basis. This increase is primarily due to the in- 
crease of $648,000 for stamp and accountable paper procurement; 
$578,000 for operating supplies and materials; and $198,000 for print- 


ing and reproduction. 


FIELD 


PERSON NEL 


If I may turn to page 410, the table on facilities field personnel, and 
request that this table on page 410 be included in the record at this 


point ? 


Mr. Gary. Without objection it will be placed in the record. 
(The page referred to follows :) 


Facilities field personnel, increase $161,000—Analysis of obligations 





Item 


1959 


1960 


Increase or 
decrease (—) 





Average number of positions. ......------ 
Average compensation 


Personal services (01): 
Productive employment 
cg te TT ey a ee ee 
Extra edna Night work differ- 
a cttiaeaeccmmamcenenbbenansaninimes 
Salary inereases Jan. 11-June 30, 1958, 
Public Law 85-426 and 462 


Net personal services -.. ----- 


Related employee benefits: 
Group life insurance (07). -- es 
Retirement fund contribution (11) 
Social security taxes (15)... .....----....--- 
Increases in related employee benefits due 
OE WR nd nnckncnconsduanenawer 
Travel (02) 
Transportation of household goods (03) ....----- 


Total obligations 


1, 215.9 
$4, 503 


1, 238. 2 
, 544 


22.3 
$41 








$4, 071, 176 
704, 307 
31, 378 
221, 155 


$4, 641, 757 
801, 535 


$4, 773, 412 
820, 105 


$131, 655 
18, 570 





5, 026, 016 


16, 604 
285, 279 
882 


14, 141 
128, 134 


5, 475, 665 








5, 471, 146 





5, 970, 000 





6, 131, 000 





161, C00 





Mr. Barnarp. The increase of $161,000 in facilities field personnel 
is predicated on an increase in 1960 over 1959 of the average number 
of positions of 22.3, and all the incidental charges accompanying that 
increase in personnel. 

I would like to mention at this point that only 10 additional em- 
ployees are contemplated in the field service for 1960. However, there 
are carryover costs of 60 employees added during 1959 which makes 
up this difference. 

Mr. Gary. You added 60 in 1959? 

Mr. Barnarp. That is correct. These were necessary to staff the 
seven capital equipment warehouses. 

Mr. Gary. How many did you request for 1959? 

Mr. Barnarp. The total manpower at the present time under this 
program is all within the existing ceilings, Mr. Chairman. There 
Were vacancies existing during 1949. 

Mr. Gary. But in quite a number of instances I am informed you 
have i gee the employment requested for 1959. Is that true in 
this. case ¢ 

Mr. Barnarp. May I answer that this way: I should have started 
this discussion on field personnel by stating that this particular cate- 





268 


gory of personnel are at the supply centers, the mailbag 7 centers, 

and depositories, and the capital equipment warehouses. This encom- 
passes the field personnel of the Bureau of Facilities. At no time have 
we increased the number of personnel above existing numbers au- 
thorized. 

Mr. Guerre. Mr. Chairman, I might say that we are endeavorin 
to get some further information on the 1959 figures that you request 
to place in the record at this point. Mr. Bruce is contacting the office 
for that purpose. 

Mr. Barnarp. Mr. Chairman, I might give you these figures: At the 
end of fiscal year 1958 we had on aul 1,134; the Bureau ceiling 
authorized was 1,194. 

Fiscal year 1959 has retained the same ceiling of 1,194. What we 
requesting for 1960 is in effect an increase in the Bureau ceiling to 
1,204, which is an increase of 10 people. 

Mr. Gary. All right, sir. Go ahead. 


MAIL EQUIPMENT SHOPS AND CARTOGRAPHY 


Mr. Barnarp. If we may turn to page 413, we have the schedule for 
mail equipment shops and cartography. I would request that this 
table be placed at this time in the record. 

Mr. Gary. Without objection the request is granted. 

(The table referred to follows :) 


Mail equipment shops and cartography, increase $1,267,000— Analysis of obligations 





Increase 
Item 1959 1960 or de- 
crease (—) 





Average number of positions 
Average compensation 





Personal services (01): 
Productive employment é 884, 478 
Paid absences-_-__- 161, 252 
Extra compensation: Nightwork differential 3, 350 
Salary increases Jan. 11, to June 30, 1958, Public 

Laws 85-426 and 85-462... ....-..---....----.---- 50, 999 





Net personal services 1, 100,079 | 1, 186,269 | 1,215, 489 
Related employee benefits: 
Group life insurance (07) are 3, 605 , 08% 4,170 | 
Retirement fund cont: 60, 952 a 73, 443 
Social security taxes (15) 622 800 800 |_- 
Increases in related employee benefits due to salary 








Freight (03) -_- 26, 3 25, 25, 000 | 
Communications (04) ees ee ‘ 1,000 | 

Utilities (05) E 13, 716 | é 16, 800 | 

Printing maps (06) 61, 108 | 70, 80, 000 | 10, 000 
Other contractual services (07). ..----..- acess 4, 735 3, 000 3,000 |. 
Supplies and materials (08) 6, 187,459 | 3,269,910 | 4,495,208 | = 1, 225, 388 





1, 267, 000 





co er ee eenenr ere mash | See | 5,917,000 | 





Mr. Barnarp. This table indicates an increase in the appropriation 
for this category of $1,267,000. I would like to call to the attention 
of the committee that in the comparative figures of total obligations 
for 1958-59 you will note that in 1958 we had a total of $7,462,186, 
and in 1959 a reduction to $4,650,000, and in 1960 an increase back to 
$5,917,000. 
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The bulk of this increase requested for 1960 over 1959 is due to the 
increased need for supplies and materials. 

In 1958 the Department did a considerable amount of excess procure- 
ment to meet very stringent needs at that time, and if you will recall 
we did — a bit of procurement of mailbags themselves from the 
Federal Prison Industries above the capacity of our mail equipment 
shop. The reduction in 1959 reflected this excess procurement. 

We are now coming back in 1960 to a relatively normal amount of 
production at the mail equipment shops, and the additional amount, 
as I say, is basically for such supplies and materials. 


REGULAR CAPITAL PROGRAM 


If you will turn, sir, to page 415, we have a table for the regular capi- 
tal program. I would like to ask that this be inserted in the record 
at this point. 
Mr. Giuterre. Mr. Chairman, perhaps Mr. Barnard should, in the 
interests of more orderly procedure for your committee, answer any 
uestions that you have on the facilities program that he described thus 
ar before he goes into the regular capital program. 
Mr. Barnarp. This is all part of the increase. 
Mr. Gary. It is part of the increase we are discussing. 
Mr. Guuetre. All right, sir. 
Mr. Barnarp. If I may request that this table be placed in the 
record at this point ? 
Mr. Gary. Without objection it isso ordered. 
(The table referred to follows :) 


Regularcapital program, comparative increase $10,830,000 (netincrease $24,146,563)— 
Analysis of obligations 





Increase 
Item or de- 
crease (—) 





Building and equipment improvement: 
Mechanization and building improvement $28, 422, 762 $29, 091, 000 | —$1, 934, 000 
Equipment for newly constructed and remodeled 

buildings 8, 777, 449 10 500, 000 —311, 000 





Total, building and equipment improvement --| 37, 200, 211 39, 591,000 | —2, 245, 000 





Equipment for standard program: 

Freight 1, 459, 151 . 1, 820, 000 
Custodial equipment 709 390 . 
Office furniture, fixtures and equipment 4. 737, 880 
Mail and material handling equipment 11, 143, 013 
Mail equipment shops and repair center equipment. 
Platform and yard equipment 





Total, equipment for standard program 18, 156, 778 . 17, 625, 600 
Less reimbursements — 128, 886 2 —150, 000 





Net total, equipment for standard program .-.-...| 18, 027, 892 f 17, 475, 000 











\ ehicle procurement: 
Vehicle reconditioning program 428, 313 
Vehicle procurement 12, 107, 154 
Garage equipment 410, 596 





Total, vehicle procurement 12, 946, 063 





9 10, £16. 900 12.179, 000 





Total comparative obligations, regular capital pro- 
68, 174, 166 | 68, 925. 000 10, 830, 006 
.-| 13, 316, 563 |—13,316,563 13, 316, 563 














Net obligations, regular capital program. --.....-| 81,490,729 | 55, 668, 437 55 000 | 24, 146, £63 
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gory of personnel are at the supply centers, the mailbag repair centers, 
and depositories, and the capital equipment warehouses. This encom- 
passes the field personnel of the Bureau of Facilities. At no time have 
we increased the number of personnel above existing numbers au- 
thorized. 

Mr. Guerre. Mr. Chairman, I might say that we are endeavorin 
to get some further information on the 1959 figures that you aed 
to place in the record at this point. Mr. Bruce is contacting the office 
for that purpose. 

Mr. Barnarp. Mr. Chairman, I moe give you these figures: At the 
end of fiscal year 1958 we had on board 1,134; the Bureau ceiling 
authorized was 1,194. 

Fiscal year 1959 has retained the same ceiling of 1,194. What we 
requesting for 1960 is in effect an increase in the Bureau ceiling to 
1,204, which is an increase of 10 people. 

Mr. Gary. All right, sir. Go ahead. 


MAIL EQUIPMENT SHOPS AND CARTOGRAPHY 


Mr. Barnarp. If we may turn to page 413, we have the schedule for 
mail equipment shops and cartography. I would request that this 
table be placed at this time in the record. 

Mr. Gary. Without objection the request is granted. 

(The table referred to follows :) 


Mail equipment shops and cartography, increase $1,267,000— Analysis of obligations 





Inerease 
Item 1959 or de- 
crease (—) 





Average number of positions 
Average compensation 





Personal services (01): 
Productive employment 
Paid absences----- 
Extra compensation: Nightwork differential. - ._.-- 
Salary increases Jan. 11, to June 30, 1958, Public 
awe 65-400 60 S5-00e.........--..----..-.--5----.- 50, 999 


Net personal services 1, 100,079 | 1, 186, 269 a 

Related employee benefits: 

Group life insurance (07) 3, 405 4, 083 
Retirement fund contribution (11) 60, 952 

622 


3, 159 
Travel (02) 429 
Freight (03) -_- 26, 322 
Communications (04) — ae 
Utilities (05) one) 13, 716 | ‘ 
Printing maps (06) 61, 108 | i $ | 10, 000 











Other contractual services (07). ..----------.------ : 4, 735 | 3, 000 3,000 |_- 
Supplies and materials (08) 6, 187,459 | 3,269,910 | 4, 495, 2¢ 1, 225, 388 








Total obligations..............-----.----------.-| 7,462, 186 | 4,650, 000 | 5,917,000 | 1, 267, 000 





Mr. Barnarp. This table indicates an increase in the appropriation 
for this category of $1,267,000. I would like to call to the attention 
of the committee that in the comparative figures of total obligations 
for 1958-59 you will note that in 1958 we had a total of $7,462,156, 
and in 1959 a reduction to $4,650,000, and in 1960 an increase back to 
$5,917,000. 
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The bulk of this increase requested for 1960 over 1959 is due to the 
increased need for supplies and materials. 

In 1958 the Department did a considerable amount of excess procure- 
ment to meet very stringent needs at that time, and if you will recall 
we did quite a bit of procurement of mailbags themselves from the 
Federal Prison Industries above the capacity of our mail equipment 
shop. The reduction in 1959 reflected this excess procurement. 

We are now coming back in 1960 to a relatively normal amount of 
production at the mail equipment shops, and the additional amount, 
as I say, is basically for such supplies and materials. 


REGULAR CAPITAL PROGRAM 


If you will turn, sir, to page 415, we have a table for the regular capi- 
tal Pe I would like to ask that this be inserted in the record 
at this point. 

Mr. Gittetre. Mr. Chairman, perhaps Mr. Barnard should, in the 
interests of more orderly procedure for your committee, answer any 

uestions that you have on the facilities program that he described thus 
ar before he goes into the regular capital program. 

Mr. Barnarp. Thisis all part of the increase. 

Mr. Gary. It is part of the increase we are discussing. 

Mr. Giutetre. All right, sir. 

Mr. Barnarp. If I may request that this table be placed in the 
record at this point? 

Mr. Gary. Without objection it is so ordered. 

(The table referred to follows :) 


Regularcapital program, comparativeincrease $10,830,000 (netincrease $24,146,563)— 
Analysis of obligations 





Increase 
Item or de- 
crease (—) 





Building and equipment improvement: 
Mechanization and building improvement $28, 422, 762 $29, 091, 000 | —$1, 934, 000 
Equipment for newly constructed and remodeled 

buildings... -....-- 8,777, 449 10 500,000 








Total, building and equipment improvement --| 37, 200, 211 39, 591, 000 





Equipment for standard program: 





1, 459, 151 s 1, 820, 000 
Custodial equipment - --- 709 390 06 
Office furniture, fixtures and equipment --| 4.737, 880 
Mail and material handling equipment. ---.-...----] 11, 143,013 
Mail equipment shops and repair center equipment. 107, 344 
Platform and yard equipment 





Total, equipment for standard program 18, 156, 778 3 17, 625, 600 
Less reimbursements —128, 886 , —150, 000 





Net total, equipment for standard program. --....| 18,027, 892 f 17, 475, 000 











\ ehicle procurement: 
Vehicle reconditioning program 428, 313 
Vehicle procurement 12, 107, 154 
Garage equipment 410, 596 





Total, vehicle procurement 10, £16. 900 12. 179, 000 











Total comparative obligations, regular capital pro- | 
gram 68, 174, 166 | 68, 925.000 | 79,755,060 | 10, 830, 000 
Advance procurement..........-----.----.- 13, 316, 563 |—13,316,563 13, 316, 563 














Net obligations, regular capital program --_-.....-| 81, 496.729 | 55, 668, 437 | 79,755 0 24, 146, £63 
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Mr. Barnarp. The total increase in the regular capital program 
amounts to $10,830,000. This is made up of three particularly signifi- 
cant parts. In the building and equipment improvement program 
there is a reduction in 1960 of $2,245,000; there is an increase of 
$896,000 in the equipment for standard program; and an increase of 
$12,179,000 in the vehicle procurement program which results in a 
net increase of $10,830,000. 

Mr. Chairman, if you would like we can go back to the various 
parts of this appropriation request and discuss it in more detail as 
the committee sees fit. 


LIMITATION ON ANNUAL PAYMENTS ON PURCHASE CONTRACTS 


Mr. Gary. Speaking of the language change you are requesting, 
what problems will be solved by the proposed deletion of the limita- 
tion on annual payments on certain purchase contracts? 

Mr. Barnarp. The limitation which has existed in previous years 
was predicated on the amount of money that we expected to trans- 
fer to the General Services Administration during the course of the 
year for work to be done on Federal property with reimbursable 
funds from the post office. The request for the change in that limi- 
tation is predicated on our expected expenditures in the “Facilities” 
and “Postal modernization” appropriations together in the coming 
year, which are greater than in the past, and therefore the amount is 
raised to no limit on that basis. 

Mr. Guerre. Mr. Chairman, Mr. Noble could expand on Mr. Bar- 
nard’s answer if you will permit. 

Mr. Gary. We will be happy to hear from Mr. Noble. 

Mr. Noste. Mr. Chairman, it was primarily a mechanical change. 
We will be, under the appropriations as they are now proposed, pay- 
ing funds to General Services Administration out of two appropria- 
tions, “Facilities” and “Postal modernization,” for alterations and 
repairs to Federal buildings. We provided no limitation in the 
amount, since the amount is programed in these two appropriations 
and subject to your approval; therefore, we deleted any monetary 
limitation in the language. 

There was a general provision in the past that applied to all appro- 
priations for payments to GSA, and now they will be in these two 
appropriations, “Facilities” and “Postal modernization,” with au- 
thority in each for work to be done through GSA. And we saw no 
need for a limitation on the amount in view of the expanded program, 
a portion of which is proposed with no-year money, so that the exact 
timing and phasing might be subject to change. 

Mr. Gary. Why is this proposed new language needed ? 

Mr. Noste. The change in the language was to take a general pro- 
vision and put it under the “Facilities” appropriation where, as far 
as the regular program is concerned, all capital funds will be ex- 
pended. In the “Postal modernization” program, there is in turn 
language for that appropriation authorizing expenditures through 


ake 


And it is simply a matter of making the language relate to the 
“Facilities” appropriation rather than under the general paragraph 
in our appropriation bill. 
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At the same time any limitation on the amount was deleted. That 
is really the only substantive change. It is an elimination of the 
limitation. 

Mr. Giutterre. Mr. Chairman, we felt that the committee would see 
the logic of this suggestion because a certain amount of our modern- 
ization program, of course, has to be accomplished through GSA. 
The modernization program level would be approved by the commit- 
tee in granting our appropriation for capital both in the “Facilities” 
appropriation and in the suggested new appropriation for the “Postal 
modernization.” Therefore, the absence of this limitation in pay- 
ments to GSA would give us no freer hand than the appropriations 
themselves give us as approved by the committee. 

Since it was not practical to estimate the amount of funds that 
would be transferred to GSA to accomplish our program with a high 
degree of certainty from either the “Facilities” appropriation or from 
the new “Postal modernization” appropriation, we felt that it would 
be in order to suggest that the committee consider deletion of the 
previous limitation of $22 million which applied to all the appro- 
priations. 

Mr. Gary. What action would be taken under this language if the 
limitation were included in the appropriation act ? 

Mr. Grtetre. The limitation, if it were included, would apply to 
the “Facilities” appropriation assuming that is where the limitation is 
placed. To the extent that the limitation was less than the program 
that we justified before this committee, which we are prepared to do in 
detail, to the extent it was less than that program as it was to be accom- 
plished by GSA, it would make it impossible for us to move forward 
and implement the program. 

It is practicable, Mr. Chairman, to have a limitation if a way could 
be found to have it at a level which would permit the complete imple- 
mentation of the program approved by this committee out of each 
appropriation. 

Mr. Gary. How much more will you spend if we remove the limita- 
tion? 

Mr. Gitterre. We would spend no more whatsoever. The removal 
of the limitation is proposed to the committee simply as a practical 
measure to permit us to implement the program to the extent it is 
approved by the committee. It is intended that there will be no 
effect on our spending, to remove the limitation. 

Off the record, Mr. Chairman. 

( Discussion off the record.) 


LAND ACQUISITION 


Mr. Gary. When the amounts available from advancements and 
reimbursements are included, what are the total amounts available for 
the land acquisition activity ? 

_ Mr. Barnarp. We can provide you with a table, if you would like 
it, sir, which will show all expenditures to date, and those contemplated. 

Mr. Gary. Please put that in the record. 

(The information follows :) 


37175— 59——18 
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Reimbursable land acquisition and architectural-engineering services 























Reimburse- | Net appro- 
Advances ! ments re- priation 
ceived ? used 
Actual: 
Fiscal year 1956. . Sere $563, 113 
Fiscal year 1957 2, 800, 187 $60, 666 2, 739, 521 
Fiscal year 1958 4, 410, 195 763, 668 3, 646, 527 
Estimated: 
Fiseal year 1959. 12, 303, 000 2, 650, 000 9, 653, 000 
Fiscal year 1960 15, 593, 000 10, 590, 000 5, 003, 000 
RR es eee ene oe ae eee ee ara 35, 669, 495 14, 064, 334 2 21, 605, 161 





1 Advances are recoverable except for some relatively minor carmel for preliminary surveys and 
other work which, if the site is not selected, may not be recoverable. 

1It is necessary to secure specific land before engineering or building planning can commence on any 
given project. A period of at least 18 months generally is required for larger sites from the time of acquisi- 
tion to the award of the lease contract when the advance of funds is recovered. Reimbursements, therefore 
are mostly received in the following or second following fiscal year. 


Mr. Gary. What are the additional amounts being requested under 
the postal modernization appropriation ? 

Mr. Barnarp. The postal modernization appropriation amounts to 
$8814 million. We had contemplated discussing that 

Mr. Gary. I mean what additional amounts for land acquisition ? 

Mr. Barnarp. There are no funds for land acquisition in the postal 
modernization portion, sir. That is strictly capital money. The land 
acquisition as a part of the rental account is operating money. 

Mr. Chairman, may I correct my statement? I have been slightly 
inaccurate in the fact that there is money in the postal modernization 
fund proposed for acquisition by GSA of land adjacent to existing 
Federal buildings for expansion purposes. That is estimated in our 
presentation here. It would not be, however, in the same sense as land 
acquisition that we do in the Post Office, our iand acquisition being 
for lease purposes. There would be certain amounts of money in 
woe modernization reimbursed to GSA for land which they would 

uy as part of the Federal project. 

Mr. Gary. Are there any other Federal funds in the postal modern- 
ization item that might be attributed to the facilities program ? 

Mr. Barnarp. Yes, sir. A great percentage of it is part of the 
facilities program, but in the sense that it is expenditures for reim- 
bursement to GSA, where Federal buildings are involved, and as far 
as equipment and material to go into other buildings, which are part 
of the normal leasing program. ; 

Mr. Gary. Could you give us some idea what that amount is? 

Mr. Barnarp. Mr. Chairman, on page 501 there is shown a break- 
out of the four principal items in the postal modernization program; 
and the amount attributable to mechanization and building improve- 
ment is $74,531,000, which is basically the facilities portion of this 
program. That is further itemized in the justifications. 





TRANSPORTATION OF THINGS 


Mr. Gary. We will take that up later. What factors account for 
the very considerable increases over the 2-year span 1958-60 in Object 
Class 3, “Transportation of things.” 

















273 


Mr. Barnarp. That is an increase of $1,100,000 and I believe the 
proper answer to that question is that there are just more items being 
transported and increasing costs accruing from the number of in- 


creased units. 


COMMUNICATION SERVICES 


Mr. Gary. Will you please explain the increase in Object Class 04, 
“Communications services.” 

Mr. Barnarp. The $400,000 increase in the communications budget 
is approximately a 10-percent increase, which has been the trend 
over the past several years, through increased numbers of units, in- 
creased communications, and improvement in communications 
throughout the service. This is percentagewise approximately 
equivalent to the past. The number of increased units contemplated 
this year would raise the amount that much. 


RENTS AND UTILITIES 


Mr. Gary. What accounts for the increase in object class 05, “Rents 
and utilities services” ? 

Mr. Barnarp. Mr. Chairman, the increase in rents and leases of 
$6,473,000 is based primarily on two factors. We contemplate in our 
regular program an increase in 1950 of an additional 650 newly con- 
structed buildings for our occupancy. And this ratio has been rela- 
tively growing over the past several years. In fiscal year 1958 we 
occupied 605 buildings, which is the highest in any single year in re- 
cent times, and our goal in 1959 and 1960 is for an additional 650 
units per year. Newly constructed facilities are, generally, slightly 
more expensive than existing structures to lease. The cost per square 
foot of construction has risen slightly, and our rental prices on new 
buildings have run about 10 to 15 cents a foot higher than in existin 
structures. There are tables in the justification, page 408-1, whic 
show the square feet of space occupied and the cost per square foot 
over the past 2 years and the projected cost for 1960. We could read 
the significant parts if you would like. 

Mr. Gary. Very well, if they explain the increase. 


TRANSPORTATION OF THINGS 


If you will look at page 121 of the committee print, I was askin 
vou for the increase of estimated 1960, over 1958 actual. 1958 actua 
transportation of things was $2,661,527. The estimate for 1960 is 
$3,781,000. That is $1,100,000, which is a substantial increase. What 
is the reason for that increase? 

Mr. Gitierre. Mr. Chairman, while Mr. Barnard is examining his 
records, I might point out that the transportation in 1958 for various 
miscellaneous items amounted to $997,000, whereas for the same class 
of items in 1960 our estimate is $978,000, or a reduction of approxi- 
mately $19,000. The increase occurs in the capital program for the 
transportation of equipment and motor vehicles. In the case of 
equipment, that increases from $1,459,000 in 1958 to $1,820,000 in 
1960. And in the vehicle procurement it increases from $205,000 in 
1958 to $983,000 in 1960. 
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I will let Mr. Barnard explain to you, sir, the reason for this in- 
crease in transportation for standard equipment and vehicle pro- 
curement, which are the items in which the increase lies. 

Mr. Barnarp. Mr. Chairman, the biggest facet in the vehicle pro- 
curement phase, which increases from $205,000 in 1958 to $983,000 in 
1960, is the fact that the delivery of the 1958 vehicles did not en- 
tirely materialize until 1959; and the cost of transportation of those 
vehicles fell basically in 1959. The 1960 contemplation of vehicle 
procurement is very substantial. And the increase from 1959 of 
$947,000 to $983,000 in 1960 calculates a.compounding of procure- 
ment and delivery in the same year which did not exist between the 
other 2 years. 

The cost of transportation of the equipment for the standard pro- 
gram from $1,459,000 to $1,600,000 to $1,820,000 is a progression of 
the costs of moving an increased amount of standard equipment, 
which is keeping pace with the increase in the number of new units 
which we are establishing in postal facilities. 


COMMUNICATIONS SERVICES 


Mr. Gary. In your communications service the figure was $3,263,- 
936, actual, in 1958 and your estimate for 1960 is $4,101,000. That 
is a little over $800,000. 

Mr. Barnarp. That is correct, sir. Again this is attributable basi- 
cally to the increased number of units which are occupied and which 
require communication systems. It also reflects the establishment of 
a number of larger offices which required the installation of intra- 
communication within the Establishment, which is an increased cost 
that is not reflected in the smaller offices. 

But this whole pattern of increasing communications is predicated 
on the number of units being occupied year after year together with 
the addition of the larger offices. 


RENTS AND UTILITIES 


Mr. Gary. Your rents and utilities services are up from $51,205,108 
actual in 1958 to an estimated $65,423,800 in 1960, which is nearly 
a $15 million increase. 

Mr. Barnarp. That, sir, again, reflects the testimony I gave a few 
moments ago, on the increased number of units of postal facilities at 
a higher annual cost per square foot, and many more square feet 
occupied. If I may move to the table which we discussed earlier, 
I might point out that in 1958, under our regular lease program— 
page 408-1—there were 29,582,205 square feet of space occupied. In 
1960 it is contemplated that there will be 35,809,205 square feet, which 
is an increase of approximately 6,300,000 square feet of space. 

In addition we are equipping our new offices with substantial ex- 
terior space for truck maneuvering and patron and employee park- 
ing. yp space surrounding ‘leased buildings in 1958 consisted of 
19,929,879 square feet. It is contemplated in 1960 that we will have 


41,397,879 square feet for the same purpose; which is more than 
doubling that particular amount of space. On our rental agreements 
we find the amount of space occupied under month-to-month rentals 
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will continue to decrease as it has from 1958 to date. And when 
you combine the amount of increased space with the amount of in- 
creased cost, you will find I believe the justification for this in- 
crease in rental amount. 

EQUIPMENT 


Mr. Gary. And your equipment has gone up from an actual of 
$45,748,895 in 1958 to an estimated $65,550,000 in 1960. That.is a $20 
million increase. 

Mr. Barnarp. Mr. Chairman, a very substantial part of that in- 
crease is in the vehicle program, vehicle procurement in 1960, which is 
$21,706,000, as compared with $8,963,000 in 1959. 

Also, you will find that the building improvement program accounts 
for $28,190,000, which, when compared with 1958, is approximately 
$11,300,000 higher than it was in 1958. Also, I should mention that 
the amount of the building and equipment improvement program in 
the regular capital program of this bureau for 1960 is less than it 
was in 1959. 

Mr. Gary. Has a final decision been made on the organizational 
location of the construction engineering section ? 

Mr. Barnarp. Yes,sir. The construction engineering section is now 
a part of the Office of Research and Enigineering. That move from 
the Bureau of Facilities to the Office of Research and Engineering was 
accomplished on December 1, 1958. 


VEHICLE PROCUREMENT 


Mr. Gary. Will you please specify in detail the effects which would 
result from continuing the vehicle procurement program at the 1958-59 
level of 10 to 13 million if funds were not available to support the 
proposed increase to $22 million plus in 1960. 

Mr. Barnarp. The contemplated program for vehicle procurement 
in 1960 envisions the purchase of 8,570 vehicles, including trailers, of 
one-half ton capacity and up, compared to 4,233 in 1959. However, 
it is important to point out that the largest percentage of the trucks 
to be bought in 1960 are for replacement of existing vehicles. There 
would only be an increase in total number of vehicles of 1,911, and 120 
trailers. The 6,539 vehicles which we contemplate replacing are all 
in the category of over 8 years old, and the maintenance costs which 
are attzibutable to these vehicles are constantly rising. We also have 
a very dangerous problem in the fact that we can no longer get working 
parts—replacement parts—for many of these vehicles from the fac- 
tory, and items that need to be replaced for maintenance have to be 
hand fabricated, which is a very expensive problem. 

I would not be able to give you, sir, an exact measure of the resultant 
change in expenditures if we did not have the program for new pro- 
curement, but I can assure you, that. the cost for maintenance would 
go up very, very materially and we would suffer the chances of break- 
down in service where trucks were so old that we could not get parts 
from the factory. 

Mr. Gary. What are the expenditures for this program in 1958, 
1959, and 1960? 

Mr. Barnarp. In 1958, vehicle procurement was $12,310,351. In 
1959, it was $8,963,000. In 1960 it is contemplated at $21,706,000. 
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Mr. Gary. Have you established a pattern that will give us some 
idea what the expenditures will be thereafter ? 

Mr. Barnarp. Mr. Chairman, if we accomplish this procurement 
contemplated for 1960, the oldest vehicle in our fleet would be 1959, 
and the maintenance—I should say the replacement due to excess 
maintenance—would revert back to its pattern of 1959 and would re- 
main basically stable from that point out. We do have this rather 
substantial number of quite old vehicles. If we get over this hump 
and get these replacements now, then a continued pattern approxi- 
mately equal to 1959 would continue to keep the fleet in condition. 


LEASING OF MODERN SPACE 


Mr. Gary. Does the Post Office Department encounter any difli- 
culty or resistance in connection with its program of leasing modern 
space rather than renewing leases on old buildings? 

Mr. Barnarp. I would say that—are you speaking, sir, of the public 
reaction ? 

Mr. Gary. Yes, and the owners of the buildings. 

Mr. Barnarp. I think that the owners’ reaction is in the vast ma- 
jority of cases perfectly acceptable. We find ourselves in this position 
generally throughout the United States. The buildings that we have 
been occupying have been surrounded by thriving businesses, and 
there is never a problem in the average community to release the quar- 
ters which we vacate for far more rent than we have been paying. We 
have case after case, particularly in recent years, where owners have 
actually come to us soliciting an early cancelation, because they have 
an opportunity to get much more rental income from the little store 
front which we have been occupying. There are, of course, individual 
examples, particularly in very small communities, where the owner of 
the building that we occupy now would like to have us stay on for a 
future term of years. 

Our terminations on a new building versus retention in an existing 
building are predicated solely on service. Ifthe Bureau of Operations 
needs additional space which cannot be furnished economically in the 
existing building, or they need a different design, including more 
trucking platforms and maneuvering area and interior space to mech- 
anize to the degree involved, we make the decision for new construc- 
tion rather than try to partially limp along with a bad facility situa- 
tion. On the other hand I can assure you that where the present quar- 
ters are completely adequate, we are desirous of staying there with 
one proviso, and that is that the owner will improve the facility to our 
—* standards of lighting and heating and interior finish, and so 

orth. 

Many new facilities are required because of the type of equipment 
we are now using. But wherever possible, and particularly where it 


is economical, we have no objection to staying where we are in a re- 
furbished building. 


TELECOMMUNICATIONS SERVICES 


Mr. Gary. For what purposes are the telecommunications services 
referred to on page 408 used ? 

Mr. Barnarp. Mr. Chairman, if you would like to have us do so, 
we can submit a list to the committee of the type of things included 
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in this miscellaneous category. However, it is the residue of all types 
of telecommunications, including burglar alarms and Telautograph 
machines and so forth which are not prevalent in great quantity. This 
is a melting pot of the residue. ; 

Mr. Gary. It is not then entirely a matter of administrative com- 
munication ? 

Mr. Barnarp. No, sir. 

Mr. Gary. I think it would be well for you to give us some idea 
what the items are. 

Mr. Barnarp. We will furnish you a list of the items included 
there. 

(The information follows :) 

The types of items included under miscellaneous telecommunications services 
are burglar alarms, telautograph service, air raid warning systems. 

Mr. Gary. What is the “improved service” mentioned as a partial 
cause of the increased cost of $400,000 ? 

Mr. Barnarp. Sir, we have various changes going on, particularly 
in our larger offices, where we are changing the type of telephone 
systems within the building, where we are able to provide better serv- 
ice for a plant say the size of Chicago or New York by a change in 
telephone systems within the building. 

The possibilities sometimes exist for doing away with operator 
switchboards and having straight dial through connections, and that 
type of alteration to the system within. We also have cases where 
we have had poor connection between the postmaster, for example, 
and his staff. He had no direct connection between his own office and 
his superintendent of mails, assistant postmaster and so forth. We 
have augmented certain systems by providing more direct contact 
between the top officials of the organization to allow for immediate 
contact. 

So it is a combination of broadening certain services within build- 
ings and it also involves changes in basic types of systems. 


ELECTRONIC DATA PROCESSING EQUIPMENT 


Mr. Gary. What is the total annual rental cost of all electronic data 
processing equipment used by the postal establishment ? 

Mr. Barnarp. The total cost of data processing equipment at the 
regional offices is $2,479,000 estimated for 1960, and $360,000 for the 
money-order center, $62,000 for other equipment which is nondata 
processing. So that from the $2,901,000 shown in the itemization of 
rental of equipment you subtract $62,000, the balance being for data 
processing. 

Mr. Gary. Is the equipment in the regional offices used solely for 
administrative purposes ? 

Mr. Gitterre. Mr. Chairman, the increase is largely accounted for 
by the replacement of the payroll computers with slightly larger 
capacity computers and for which the replacement program was 
started 2 years after a pilot installation in the Richmond regional 
office had shown that we could get a faster, more efficient, and slightly 
larger capacity operation with a small net saving. That is, we saved 
enough in salaries of personnel that were not needed to more than pay 
for the slightly increased rental of the machine as compared with the 
previous machine. 
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Mr. Gary. That is in the regional accounting office, is it not? 

Mr. Gititerre. Yes; it is in the regional controller’s office. 

Mr. Gary. It is used for writing checks and similar work? 

Mr. Gitierte. It is used almost entirely for getting out the payroll 
every 2 weeks for about 540,000 employees in the 15 regional con- 
troller’s offices. 

Mr. Gary. Will any additional equipment be installed between now 
and the end of fiscal year 1960? 

Mr. Guuterre. Yes, Mr. Chairman. We will proceed with this 
change in our computers in the regional controller’s offices for payroll 
purposes, and complete the program before the end of 1960, with the 
exception of four of the smaller regional controller offices. 

Mr. Gary. How much of this type of equipment is owned rather 
than rented ? 

Mr. Barnarp. None of this data processing equipment is owned, sir, 


CUSTODIAL SERVICE 


Mr. Gary. How does the custodial service, provided under object 
class 07 differ from that performed by custodial employees of the 
Postal Establishment ? 

Mr. Barnarp. There are certain items of custodial activity which, 
because of the particular office involved, are handled by contract. Gen- 
erally it is the very specialized type of service such as window washing 
and ash and trash removal, that type of operation in the same smaller 
offices, where to keep a man on the payroll cannot be justified. 

Mr. Gary. Off the record. 

( Discussion off the record. ) 


MOTION-PICTURE FILM 


Mr. ALExANpbeER (presiding). What accounts for the increases since 
1958 in the following : (@) Motion-picture films ? 

Mr. Barnarp. I would like to, if the committee desires, have a more 
complete statement on that submitted for the record, but may I say 
this, that generally speaking, the Department has found highly ad- 
vantageous the use of motion-picture films in the training particu- 
larly of supervisors. There has been concentration by the Bureau of 
Personnel in conjunction with the Bureau of Operations on the de- 
velopment of a substantial number of training films for employees as 
a method of improving the caliber of employees and the work that we 
can have produced. If you would like a more definitive statement of 
that, I would be happy to see that one gets placed in the record, sir. 

Mr. Sessions. May [ add a word on that? 

Mr. ALEXANDER. Certainly. 

Mr. Sessions. There is also a certain amount of that film used by 
the Office of Research and Engineering for mechanization films, for ex- 
plaining to employees how the mechanization works and how this 
equipment will be installed in their offices, Mr. Chairman. 

Mr. Atexanper. I think you might add anything that would be 
helpful to the committee in regard to increased cost on the motion- 
picture film. 

Mr. Barnarp. All right, sir. 
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(The following additional information was supplied :) 


In 1958 the following films were produced for the Department at a total cost 
of $61,682: 
“Story of U.S. Mail” 
“Mail Early” 
“Facing Mail at Mechanical Facing Table” 
“Your Postal Career” 
“Postal Service Payroll Story” 
“Men, Mail and Machines” 
“How to Use Untied Mail Sack Rack” 
“Lift Safely” 
“Machine-tying of Letter-size Mail” 
“Greller System’” 
“The Transorama Machine” 
“Window Clerks Meets the Public” 


In that year the cost of extra prints was charged to the printing account. 

In 1959 the total cost of the program is expected to be $100,000 which will in- 
clude prints. Film subjects will include the mechanization program, methods 
and improvement, supervision and management, .and, education of the public 
concerning postal functions and requirements. 

In 1960 an expanded program of training and education covering the same 
general subjects as the 1959 program will require $131,000. 


NATIONAL SAFETY COUNCIL 


Mr. Atexanper. Also the National Safety Council; what accounts 
for the increase in the National Safety Council since 1958? 

Mr. Barnarp. Again I would like to ask the privilege of having a 
further definitive support presented to the committee. Briefly the Na- 
tional Safety Cama contract which we have had over a period of 
several years was taken by the Department to enter our employees into 
the services of this national organization which promotes safety and 
health programs across the broad field of industry and government, 
and provides training data and certain awards which are presentable 
- —— for outstanding accomplishment in the field of safety and 

ealth. 

This we have found to be a highly efficient well-organized program, 
and is far better than our trying to establish something of our own 
which would supplant it. It is a service that is available to anyone, I 

uess, in industry or in government and provides monthly, I believe, 
ulletins dwelling on the subject, and as L-say, has these awards avail- 
able for presentation. 

Mr. ALEexaNDER. How long has the Post Office Department been 
affiliated with the National Safety Council ? 

Mr. Barnarp. Mr. Bruce may remember. 

Mr. Bruce. About 4 to 5 years. 

Mr. AtexanpeR. Why the increased cost since 1958 ? 

Mr. Barnarp. I believe, Mr. Chairman, it would be best if we got 
that information and gave it to you for the record so we would be 
sure to have it accurately. 

Mr. Atexanper. Also if you would, add specifically what the Post 
Office Department gets out of this program. , 

Mr. Barnarp. Yes, sir. 
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(The following information was supplied later :) 


STATEMENT CONCERNING THE USE OF NATIONAL SAFETY COUNCIL’S MATERIALS AND 
SERVICES IN THE Post OFFICE DEPARTMENT’S SAFETY AND HEALTH PROGRAM 


The National Safety Council, a Federal corporation chartered by the Con- 
gress of the United States, has as one of its purposes the development, produc- 
tion, and sale of technical and educational materials and services executed by its 
professional staff. These services and materials of the Council are available to 
both private business and Government. The Council’s materials and services are 
listed on the Federal supply schedule. 

In planning the Department’s safety and health program it was felt that 
utilitization of the Council’s professional accident prevention materials and 
services would be advantageous in the accomplishment of the general objective 
of reducing the occurrence of accidents in the postal service. 

Starting in 1955 the Department purchased initially only the Council’s motor 
vehicle safety services and materials. Then in calendar year 1958 (fiscal years 
1958 and 1959) emphasis on the Department’s total safety problem was steadily 
broadened. Steps were taken to inaugurate the industrial safety and fire pre- 
vention phases of the Department‘s safety and health program. This exten- 
sion of the program into other areas of safety again provided the opportunity to 
utilize the Council’s materials and services advantageously to further the ob- 
jectives of the safety and health program. This also accounts for increase in 
the appropriation requested for fiscal year 1959 compared with fiscal year 1958. 

The Council’s materials and services in the motor vehicle safety, industrial 
safety, and fire prevention areas can be identified in two general categories: (a) 
Continuing program items (which operate for 12 or more consecutive months) 
such as participation in the safe driver award program, national fleet contest, 
industrial safety contest and safety educational subscription materials; and 
(b) technical or instructional materials (one time purchase items) such as 
safety manuals and visual safety training aids. 

The cost of the continuing-program items does not vary any great amount 
from year to year. Cost of these services and materials is either based upon 
per capita or per installation participation in the particular program activity. 
Technical or instructional materials are largely one-time purchase items; i.e., 
they are purchased as needed and are usable for several years and are subject 
only to replacement when the subject matter is obsolete or the item has worn 
out. It is because the Department utilizes one-time purchase items in addition 
to the continuing-program items that there are fluctuations in the appropriated 
funds requested for this purpose. 

The utilization of the National Safety Council’s materials and services has 
in our judgment been a significant factor in the improved accident prevention 
performance which has been accomplished in the postal service. 

The motor vehicle accident rate; i., the number of vehicle accidents per 
100,000 miles driven, has dropped from an estimated rate of 13 in 1963 in metro- 
politan areas to 2.05 for fiscal year 1958. The Department has had several 
first- second- and third-place award winners in the national fleet safety contest 
for the past 2 years. More than 141,000 of the National Safety Council’s safe 
driver awards (recognized as the Nation’s highest award for professional safe 
driving) have been issued to postal drivers since 1955 in recognition of from 
1 to 27 consecutive years of safe driving. The Department has won for 4 con- 
secutive vears (an all-time national record) the traffic safety citation award 
sponsored by the National Safety Council. In the area of industrial safety the 
accident frequency; i.e., number of disabling injuries per million man-hours 
worked, has shown an estimated reduction of 24 percent for fiscal year 1958 
compared with fiscal year 1957. 


MEDICAL SUPPLIES 


Mr. Atexanper. Next, medical supplies: What accounts for the 
increased cost of medical supplies since 1958? 

Mr. Barnarp. Mr. Chairman, I am going to ask the director of 
supplies, Mr. Townsend, to reply to the question. 
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Mr. Townsenp. That is due to the increased activity of our Safety 
Division in the Bureau of Personnel. Practically all offices are sup- 
plied with medical supplies throughout-the service. 

Mr. Barnarp. Mr. Chairman, I might add to what Mr. Townsend 
has said by pointing out that in 1958 we had just started this increased 
program of furnishing these supplies to offices and the calculations 
for 1959 and 1960 remain stable. 

Mr. Avexanper. In other words, you have almost doubled 1959 
over 1958. 

Mr. Barnarp. That’s right, sir. This again is a matter that I think 
the Bureau of Personnel could give further information on because 
they conducted the surveys that were made. We found a number of 
offices where the medical supplies available to an office with a number 
of employees were nonexistant.. There was absolutely no medicine 
chest, no band-aids, no anything. And as a matter of policy the peo- 
ple in the Bureau of Operations and the Bureau of Personnel felt 
strongly that certainly some type of basic medical supplies should be 
available in an office of any size at all, and we accommodated for the 
first time many offices that had never been treated before. But I think 
perhaps for the record it would be well to show the number of offices 
involved and the types of material that they recommend be used so 
that it can all be part of this record. 

Mr. Atexanper. I take it that you don’t feel that this is stockpiling 
by overzealous program directors? 

Mr. Barnarp. No, sir. This is all expendable material and is re- 
placed on normal requisition as it is expended, but it is a typical medi- 
cine chest type of thing for an office. 

Mr. Aexanper. Do you think that it will be fairly stable now, 
somewhere around $75,000 ? 

Mr. Barnarp. I believe it will, with the only exception being in- 
creased numbers of units which are opened over the next period of 
years. But the replacement of an existing facility with a new facility 
would have no bearing on it. 

It would be on the basis of numbers of units that were occupied. 
We perhaps have left out the clue wording here and that is that these 
supplies are basically first-aid equipment. 

Mr. Atexanper. In how many units do you have this first aid ? 

Mr. Barnarp. I think we should get you a rundown of the number 
of units involved, Mr. Chairman. 

Mr. Avexanper. If you would. You might also supply also the 
number of units that you intend to cover in the next short period of 
time. 

Mr. Barnarp. All right, sir. 

(The following additional information was supplied for the 
record :) 

First aid supplies are furnished on requisition to all first-, second-, and third- 
class offices as well as to other specialized postal facilities. In addition the 
Department maintains 40 health rooms. Nurses are employed at all of these 
and some are supervised by doctors. 

The modest increase of about $32,000 from 1958 to 1960 is required for central 
procurement of supplies for the health rooms based on a study indicating the 
need for standardization of items furnished. These were formerly bought 
through local procurement. 
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PROTECTIVE CLOTHING AND SAFETY DEVICES 


Mr. Atexanver. What accounts for the increases over 1958 in pro- 
tective clothing and safety devices ? R 

Mr. Barnarp. Again this is a new program stimulated by increased 
activity in safety and health, and the determination by the Depart- 
ment that it was our responsibility to furnish employees who are 
employed in dangerous or hazardous capacities with suitable material 
a equipment, including clothing for their job. It is spirited by 
this recognition in the very recent past few years. 

I think that again you can assume that the level which we have now 
attained will be approximately normal. 

Mr. Atexanper. Isn’t it rather unusual to jump five times the cost 
in 1 year? 

Mr. Barnarp. Sir, I believe that is because the program had not 
been considered in the past. 

Mr. ALExANDER. Give us two or three examples of these hazardous 
jobs that you are talking of. 

Mr. Sessions. May I offer a comment there, Mr. Chairman? 

Mr. ALEXANDER. Yes. 

Mr. Sessions. I think a good example of what we are talking 
about might be found in the Washington post office which this com- 
mittee has visited. Congressman Pillion, at one of your hearings the 
other day, asked me—I believe it was Congressman Pillion—asked 
me what we were doing to provide safety devices and protective 
measures for the laborers who were walking around this mechanical 
equipment. I assured him at that time that we had surveyed the 
problem and we were going to provide such equipment. 

So, in short, the more mechanization we provide for these offices, 
the more of this type of equipment we will have to have. Is that 
the type example that you had in mind, sir? 

Mr, Atexanper. I had in mind particularly protective clothing. 

Mr. Barnarp. Mr. Chairman, of the items is gloves that are used 
by mail handlers that spend their time constantly handling mailbags. 
We received a number of adverse comments on the fact that this is 
a part of the man’s job and yet the Government did nothing to assist 
him with his so-to-speak table of organization and equipment 
material. 

This year alone, to date, we have’spent $25,000 for the purchase of 
gloves for mail handlers. This was a policy adopted after some 
considerable study and a substantial amount of this money is for that 
type of thing. 

WASHROOM SUPPLIES 


Mr. ALEexanpeR. What accounts for the increases since 1958 in 
washroom supplies ? 

Mr. Barnarp. Mr. Chairman, I think that I should say that in the 
hea of setting up these estimate schedules this year there is not 
the basic change involved that would appear by the difference in this 
item from $16,856 to $83,000. It is a matter of reclassification from 
supply center procurement which is found elsewhere in the justi- 

cation. 

The Department-buys-on-the:basis of central -procurement:much of 
this material for the custodial service such as the cleaning supplies 
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and washroom supplies, What we have done in 1959 and 1960 is to 
show an actual braekout of these items compared with a different 
system of recordkeeping previously. 

You will notice in 1959, in washroom supplies, the item was $89,000, 
and in 1960 it has dropped to $83,000. 

The differential with the comparable. 1958 of $16,000 I think is 
the difference between what was procured by the supply centers and 
what has been handled by central procurement in the Department. 
The total consumption is not basically changed. 











TOTAL INCREASE FOR SUPPLIES 






Mr. Arexanper. If I see correctly, you have an increase of about 
$3 million in the total of these items in the period 1958 to 1960. 
Total supplies. 

Mr. Barnarp. That is correct. One example I might show you, 
in twine we have increased procurement of twine from $1,300,750 
in 1958 to $2,305,000 in 1960. That accounts for $1 million of this 
increase of which you speak, and the balance I believe you will find 
is mostly attributable to the increase in number of units and square 
area occupied, and more employees that are involved with many 
of these items. Since I have opened the discussion on twine, I-might 
mention that the increase in the amount of twine used is because of 
a continually increasing amount of mail handling with twine, more 
tie-outs of mail dispatches and a considerably increased amount of 
twine in twine-tying machines as against the manual tying. 














PUBLICATIONS 





MISCELLANEOUS 








Mr. ALexanpeR. What accounts for the increases since 1958 in mis- 
cellaneous publications ? 

Mr. Barnarp. Mr. Chairman, one item which has increased this 
particular bracket by approximately $50,000, is a publication ad- 
dressed specifically to the supervisory level, which was requested by 
the Bureau of Operations. This is a periodic publication for the 
supervisory; level, training them intheir-responsibilities as supervisors. 

The one item added to our 1958 level, which accounts for, ‘as‘I say 
$50,000, is this one publication. 

Mr. ALexaNnDER. How many supervisors do you have? 

Mr. Barnarp. May I ask Mr. Bruce to answer that. 

Mr. Bruce. We have estimated 26,750 for 1960. 

Mr. ALEXANDER. That is a pretty high increase for a very small 
percentage of personnel, isn’t it, Mr. Barnard ? 

Mr. Barnarp. Mr. Chairman, may I request that we have a state- 
ment on the need and the result of this type of publication presented 
for the record by the Bureau of Personnel ? 

Mr. ALEXANDER. Certainly. P£9 sve 
(The following: information was subsequently supplied :) 


















MANAGEMENT BULLETIN—A PUBLICATION FOR SUPERVISORS 






One of the important needs of the postal service reported by various ob- 
servers over the years has been the need for improved supervision. We have 
tried to meet this need in several ways, such as supervisory promotion examina- 
tions, higher pay for more responsible work, supervisory training courses, and 
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other means of recognizing the significant role supervisors play in the manage- 
ment of the postal service. 

The vast network of post offices, stations, and branches makes it extremely 
difficult to reach all supervisors effectively with any training devices aimed 
at enabling supervisors to understand and carry out more effectively their full 
responsibilities both to management and to employees under their supervision. 
After making an extensive study of the many professional bulletins on manage- 
ment subjects the Department selected the Kelly-Read publication “Management 
Bulletin” as most suitable for trial in the postal service. The cost was relatively 
low—about $2 per year per supervisor for 26 issues of the bulletin, or less than 
10 cents per copy. No additional employees were required to edit the publication. 

After several months’ trial, a survey was made to determine reaction on the 
part of field management throughout the Nation. The results were gratifying 
and resulted in our decision to authorize continued distribution of the publica- 
tion. The publication is proving to be an effective instrument in encouraging 
supervisors to appreciate their management responsibilities, in strengthening 
the relationships between supervisors and top management, and in reminding 
supervisors of their employee relations responsibilities and techniques for effec- 
tive supervision. Postmasters throughout the country report that the Manage- 
ment Bulletin is stimulating, well presented, practical, and helpful in under- 
standing and dealing with employee problems and in improving attitudes toward 
employees, management and the service. 


Mr. Sesstons. Although the supervisors are a relatively small per- 
centage of our total personnel, they are in my estimation one of the 
most important groups of our personnel because without good super- 
visors the service just won’t operate. 

Mr. ALExanpeR. I certainly agree with you that they are an im- 
portant group. 

Mr. Sessions. I am sure you meant that, Mr. Chairman. But we 
do feel that we haven’t done enough, and I think this committee has 
indicated their agreement on that. We have not done enough to train 
our supervisors in the past, and we have embarked on a program to 
do a better job now and in the future, and this is just one part of the 
program. 

Mr. Atexanver. I believe the cost increase from 1958 to 1959 is 
about $11,788 to $70,000, and most of these different categories have 
been rising about fivefold this one year. 

I believe the committee really needs a good explanation to under- 
stand that type of increase even though the items themselves are not 
big items, but when they increase fivefold or sixfold in a year, I think 
it is important that the committee know. 

Mr. Sessions. I agree, Mr. Chairman, the committee should have 
all those facts. 

CONTRACT FIELD PRINTING 


Mr. Atexanper. Mr. Barnard, what accounts for the increase since 
1958 in “Other contract field printing ?” 

Mr. Barnarp. Mr. Chairman, may we get you a definition of that 
situation and present it for the record so that we have accurately 
the things involved and the amounts ? 

Mr. Avexanper. That will be fine. 

Mr. Barnarp. May I make sure I understand you? You are 
speaking of the increase from $20,455 in 1958 to $120,000 in 1960 for 
“Other contract field printing” ? 

Mr. Atexanper. That is correct. 

Mr. Barnarp. We will supply you with an answer to that, sir. 
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(The following information was supplied later :) 


The increase in contract field printing is due to a decentralization of this 
function to regional offices. Centralized control over printing has in some in- 
stances resulted in difficulties in getting needed work accomplished in a timely 
manner. This situation is expected to be remedied by the delegation to the 
regional level. The total cost of printing will not be increased as a result of this 
decentralization. 


TRAVEL FOR MAIL EQUIPMENT SHOPS AND CARTOGRAPHY 


Mr. ALexanper. Why are additional travel funds requested for 
the account title “Mail equipment shops and cartography?” 

Mr. Barnarp. You are speaking of the increase, sir, from 1958 to 
1960¢ It remains the same in 1959. 

Mr. Avexanper. That’s right. 

Mr. Barnarp. Mr. Chairman, this increase I might say we feel is 
a very moderate sum for this sizable appropriation, but nevertheless 
the increase is caused by the fact that we are sending additional 
technicians, in various fields, from the mail equipment shops to vari- 
ous parts of the country. For example, we have men in 1959 and 
1960 who have to carry on technical liaison with the Federal Prison 
Industries in their plant in Atlanta, Ga., and we also have one or two 
men who travel occasionally throughout the country to our deposi- 
tories and repair centers in the installation and follow-through of our 
new heat seal process of mailbag repair. But the total amount of 
$2,000 for travel covers all of those people. 

Mr. Atexanper. It is a small amount, but it is four times what it 
was in 1958. That is what bothers me. 

Mr. Barnarp. That is true, sir. 

Mr. ALExanper. Was there anything required in 1959 that caused 
it to go up fourfold ? 

Mr. Barnarp. Basically this relationship with Prison Industries 
caused quite frequent travel, and also in 1959 we made our first in- 
stallation of the heat seal patching process which in return I might 
point out has reduced the requirement of og sng substantially be- 
cause we are now patching the bags with this heat seal process rather 
than the old method of sewing. I am sure that you would find the 
relative reductions in costs apparent. 


TURNKEY POST OFFICE 


Mr. Auexanper. Have you gained any benefits on solutions to 
problems from the pilot Turnkey Post Office since that project has 
proceeded to date? 

Mr. Barnarp. The Turnkey Post Office contract was very recently 
signed. Construction has not started. The project is to be completed 
and in operation, according to the contract, by next September 1960. 
I don’t think it will be possible before that date to measure the values 
or benefits that may be expected in the future. The potential bene- 
fits of the entire project to date have been supported to the depart- 
ment’s satisfaction. On that basis we have made our contract award. 
But the actual measure, as Mr. Sessions has stated so very well, will 
be the continual cost analysis that will be conducted at this plant in 
its period of operation. Such data will really begin to produce solid 
evidence which I am sure will be of interest to this committee. 





286 





It may be that Mr. Sessions has some other comments he would 
like to make to that question. 

Mr. Session. I think that pretty well covers the situation. I think 
there are some intangible benefits, Mr. Chairman, which are even 
now becoming evident. I think the fact that we have seen prelim- 
inary planning and architects’ drawings of a new and modern type 
of an integrated unit has been beneficial to the thinking of all of our 
people. But only on an intangible basis to date, until we actually 
get it 5 sean I think it will be rather nebulous up to that point. 

Mr. Canrtetp. Mr. Barnard, you are the Assistant Postmaster 
General in charge of facilities? 

Mr. Barnarp. I am acting at the moment, Mr. Canfield, pending 
Senate confirmation. 

Mr. CanrFretp. Which undoubtedly will come very soon. 

Certainly the members of this committee are mindful of your 
background and ability to do a good job. 

Mr. Barnarp. Thank you, sir. 

Mr. Canrievp. The facilities appropriation, as I understand it, is 
broken down into three accounts: (1) “Building occupancy”; (2) 
“Supplies and services”; and (3) “Regular capital program.” 

Mr. Barnarp. That’s right, sir. 


BUILDING OCCUPANCY 


Mr. Canrievp. Under your first account, Building Occupancy, this 
activity provides for the rental of real estate. That, of course, has to 
do with non-Government-owned buildings. 

Mr. Barnarp. That’s right, sir, although there are, Mr. Canfield, 

ayments to the other Government agencies in lieu of rent included 
in that same account. 

Mr. CanFiE.p. Does this account embrace all your so-called leasing 
of new offices in the program ? 

Mr. Barnarp. Yes, sir. 

Mr. Canrietp. How many new offices do you check for leasing in 
1959 and 1960? 

Mr. Barwnarp. Our program for 1959 ‘calls for 650 new buildings, 
and. our regular program for 1960, without consideration of postal 
modernization, calls for an additional 650. 


EQUIPMENT 


Mr. Canrtetp. Under what account do you get the equipment for 
these newly leased post office buildings ? 

Mr. Barnarp. Mr. Canfield, that equipment itself comes under the 
regular capital program and portions of it will come under the postal 
modernization. Expendable supplies that are part of the operation of 
the office come out of the supplies and services portion of our budget. 

Mr. Canrievp. In the néwly leased buildings, those that you are 
leasing now, are you able to keep abreast of the requirements for 
yi oe vee 

r. Barnarp. We have requested in 1959 and in our Regular Cap- 
ital for 1960 the appropriate amount to take care of those buildings 
which I have enumerated in the figures of 650 each year. There would 
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not be sufficient funds in the regular capital program to accommodate 
more new buildings than that number without postal modernization. 

Mr. Canrtetp. Are you getting the equipment now ? 

Mr. Barnarp. Yes, sir. We are having good competition in equip- 
ment from the standpoint of sources of supply, and we are getting 
more expedited delivery. We have had, as you will remember, sir, 
in the past, some problems in getting equipment delivered in a timely 
manner. We have eliminated a great deal of that in the last several 
years, and we hope that our most recent action, which is to establish 
capital equipment warehouses, strategically located throughout the 
United States where we will keep certain items of capital equipment 
normal to an installation on a conventional small building, will enable 
us to further expedite the delivery. We will have complete equipment 
groups, the safes, lock boxes, the counter line equipment, all the various 
things that. go into a new office, in combination groups in these ware- 
houses, so that as the building is about to be finished, the postal oper- 
ating head at the new unit will be able to requisition directly from the 
warehouse and do away with the potential delays with manufacturers 
that we have had to endure in the past. 


PREPARATION OF ARCHITECTURAL DRAWINGS 


Mr. Canrievp. Mr. Barnard, recently I saw a brochure, presumably 
developed by your office, showing pictures of architects’ drawings. 

Mr. Barnarp. Yes, sir. 

Mr. Canrietp. Drawings of designs of buildings for lease purposes. 
I thought they were very good. How are architects employed for 
the designing of those buildings? 

Mr. Barnarp. This particular brochure that you speak of, Mr. Can- 
field—I happen to have a copy here in this if the committee is in- 
terested in perusing it—this particular brochure was prepared in the 
Department by our own people, together with our contract engineer- 
ing personnel who have been employed for about a year, to develop 
standard typical plans and specifications for small buildings, running 
from a thousand to 12,000 square feet in size. 

Mr. Canrtevp. Are these under the building occupancy ? 

Mr. Barnarp. Yes, sir; those are all accommodated under that pro- 
gram. This type of architectural rendering is a guideline for in- 
vestors and contractors who are interested in building these smaller 
buildings. The Department has long needed some system of showing 
the small investor, in reasonable detail, the requirements of the De- 
eh mang rather than leaving him in the position of designing and 

uilding and turning over to us, his own product. This particular 
brochure in different form will be available to all bidders on all lease 
cases. A. typical elevation will be selected by post office personnel 
which will suit the particular geographic area of the country, the size 
of the building, to house and accommodate the individual operation. 
Each bidder will then be furnished with the layout plan of the build- 
ing on the ground, and that includes the general dimensioning inside 
so that he knows where the front entrance and the rear entrance 
should be and how the columns should be spaced if there will be 
columns, where the toilets and other facilities should be in the build- 
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ing, and will give him a concept as we see it of what the exterior 
should look like. 

This contract will be awarded on the basis of his agreement to com- 
ply with those general specifications. We have, accompanying this 
particular type of data, specifications as to the building construction, 
the type of materials to be used for flooring, lighting, heating, all 
the various parts of the building. He also agrees to build according 
to those general specifications. In this way the Department is assured 
of getting a product which will meet its requirements and yet which 
will be completely versatile for future use so that it will not be pegged 
as singularly for postal purposes. Any one of these buildings that you 
see in this brochure could be used for other commercial purposes. We 
feel that it is a great stride forward. It is the first operation, the 
first opportunity we have had to have this type of data in the hands 
of the bidders in this detail. You asked a moment ago, sir, about 
our method of hiring architects. The Department, generally speak- 
ing, does not hire architects except on the very large and complicated 
facilities. We have a bid solicitation out at the present time for a 
very major facility in Detroit, Mich., which will be the largest build- 
ing of its kind in the country. It will contain approximately 11, 
million net interior square feet. 

In a case like that, and others of large size, the Department intends 
to have its own people within the Department, and with contract 
services during this period of postal modernization, establish the 
structural pattern of the building and layout, in relatively complete 
definition, all of the structural facets of the building. 

We will then employ the services of a local architect who is known 
to be competent in his design ability—I should say in his design and 
engineering ability—to take the data which the Department has de- 
veloped and, living with us and working hand in glove with us on 
an associate basis, develop the final exterior treatment and the working 
plans and specifications for the structure. 

The great advantage in doing this is that we are sure that we will 
have exactly what we want in the final product. From the bidder’s 
standpoint all of the bidders are bidding on exactly the same thing. 
There is no room for variance between the bidders as to what the 
dimensions of the building should be or the column spacings or the 
floor loadings or anything else. This will produce a single unit for 
bidding. Incidentally, from the bidder’s standpoint it will eliminate 
the costs of having to hire his own personal architect to attempt to 
develop something that would be acceptable to the Department. 

So in the cases where we hire architects they will be hired on an 
associate basis, and working with our people. 

rer CanFiELp. Will this Detroit facility be done by private enter- 
prise ? 

Mr. Barnarp. Yes, sir. 

Mr. Canrievp. On a lease basis? 

Mr. Barnarp. Yes, sir. Bids are out for solicitation right now to 
be opened April 15. The basic term of lease is 30 years and there will 
be 40 years beyond that basic period for optional renewal by the De- 
partment. 

Mr. Canrietp. The Department I understand is quite pleased with 
its experience on this lease-type arrangement ? 
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Mr. Barnarp. Very much so. We are completely convinced that 
it is the most economic way for us to operate. 

Mr. Canrretp. Mr. Sessions, do you have something to add about 
the type of building that you are planning to build, to lease under the 
arrangements described, something that is compatible with the area 
in which the building is located ? 

Mr. Sesstons. Yes, Mr. Canfield. I feel quite strongly about the 
need for making our architectural designs compatible with the area 
in which they are located, as you so well put it, and this brochure 
contains only buildings of 12,000 feet and under. We plan to build 
more of these smaller buildings than the larger ones. They are quite 
important, particularly to the same small communities where a post 
oflice is one of the most important buildings in the community. Ina 
large metropolitan area the post office may be just one more building, 
but in a small community the post. office stands out. So it is our 
intent todo what you suggest. Asa matter of fact the brochure shows 
a variety of different types of buildings for every geographical loca- 
tion in the United States. As you will notice from looking through 
it, we have some of colonial design, some modern, and others which 
would be suitable for areas such as the Southwest, the far South, the 
North, in fact all the locations in the country. 

We feel that it is most important to design our buildings according 
to the architectural taste of the community in which the buildings 
are to be located. 

SUPPLIES AND SERVICES 


Mr. Canrietp. Your second item under facilities is supplies and 
service. This activity provides for the procurement of postal supplies, 
stamps, other accountable paper, rental equipment, certain types of 
contractual services, and so forth. Where do you get your stamps? 

Mr. Barnarp. The stamps are manufactured at the Bureau of 
Printing and Engraving, a part of the Treasury Department. 

_ CanFIELD. Those stamps are paid for by the Post Office Depart- 
ment 

Mr. Barnarp. All the stamps are paid for, Mr. Canfield. We buy 
all the stamps. We buy them directly from the Bureau of Printing 
and Engraving. 

Mr. Canrretp. Yesteryear, Mr. Barnard, you had a purchasing 
officer in the Post Office Department. 

Mr. Barnarp. Yes, sir. 

Mr. Canrrep. There is none such now ? 

Mr. Barnarp. No, sir. We combined the Office of Purchasing Agent 
with the Division of Supplies in 1953, and we have a Chief of Procure- 
ment in the Division of Supplies. He is a branch chief in that 
Division. 

Mr. Canrretp. What is the purchasing situation today respecting 
the Post Office Department? Do you buy most of your supplies 
directly or through GSA or possibly through other agencies? 

Mr. Barnarp. On all general-purpose items that are used through- 
out the Government in similar specifications we buy through GSA. 
This type of procurement is generally handled through our suppl 
centers, of which there are four. They have accounts through whic 
they buy directly from the local GSA outlet and have delivery made 
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directly to the user. On things that are particularly postal in utiliza- 
tion, or where our requirements so far surpass the rest of the Govern- 
ment, we are buying more, for example, than GSA buys for the rest of 



















the Government of certain items, we buy directly through competitive b 
bidding, and that competitive bidding is handled within the Procure- ti 
ment Section of the Division of Supplies. y' 
I feel in my own mind that there is no question but what we have N 
a much improved system of supply procurement in the past 514 years 
through the amalgamation of the procurement functions and the pur- h 
chasing oflice. [ 
Mr. Canrtetp. Could you break that down as to percentages, how Ww 
much is bought through GSA ? Ww 
Mr. Barnarp. Mr.’'Townsend may have that answer. 0: 
Mr. Townsenp. Do you mean common-use items? 
Mr. Barnarv. How much of your procurement is spent—— bi 
Mr. Townsenvo. GSA—I would say close to half of our procure- au 
ment, of common use items (twine, facing slips, and strip label paper ct 
which we buy are not common-use items) . 5 
W 
REGULAR CAPITAL PROGRAM R 
Mr. Canrietp. The third account is regular capital program. d 
Briefly will you differentiate for us the difference between what you 
understand is your regular capital program and what the postal mod- re 
ernization fund calls for? t] 
Mr. Barnarp. I will be very happy to. The regular capital pro- ct 
gram, as presented in these estimates, envisions the absolute minimum $ 
amount of money necessary to maintain departmental operations 
through the fiscal year 1960. The amounts which show an increase 
over 1959 are in the equipment for the standard program and in 
vehicle procurement. We have previously discussed the necessity for 
this very substantial vehicle procurement this coming year. I might 0 
say that the amount of increase in the equipment for the standard 
program, which is office equipment, is raised by $896,000 only because 2, 
we have an increasing amount of materiel which is becoming dilapi- 5 
dated. This procurement is primarily replacement of existing equip- I 
ment and does not give us any spread for improvement of the physical “0 
lant. : 
? I pointed out earlier also that the $2,245,000 reduction in building ” 
and equipment improvement was disadvantageous because it does not a 
allow us to do in 1960 even that which we did in 1959. This particular 
bracket of building and improvement is the part of our program fH 
which is wrapped up in major part in the postal modernization fund. 4¢ 
MECHANIZATION OF FACILITIES IN 1960 
Our ability to meet the crisis of increased depreciation and degen- 
eration of the plant is in no way helped by this 1960 regular capital 
program. I might point out that the mechanization of facilities is 
limited to three existing Government-owned facilities. We can only 
mechanize three facilities with the money which we have under this 
regular program. hi 






Mr. Canrietp. They are where? 
Mr. Barnarp. The specific buildings? 
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Mr. CanFiELp. Yes. 

Mr. Barnarp. New Orleans, La., which is a new building being 
built by the General Services Administration under direct appropria- 
tion. The contract is to be awarded and construction started this 
year. Nashville, Tenn., which is an existing structure and Des 
Moines, Iowa, which is an existing structure. 

The total amount to be spent in those three offices is $3,350,000. We 
have also our three largest high priority lease buildings which are 
Detroit, Mich.; Harrisburg, Pa.; and Philadelphia, Pa., all three of 
which we expect to have under construction within the year. And 
we must buy equipment to be fabricated coincidental with completion 
of the buildings. 

We can mechanize those three buildings for $16 million. The 
balance of the funds that we have requested for this mechanization 
and building improvement are $1 million for culling, phasing, and can- 
celing machines; $900,000 for automatic customer service; and $10,- 
500,000 for equipment for newly constructed and remodled buildings, 
which is the group we were talking about a bit earlier. 

Our total amount in mechanization and building improvement of 
$39,591,000 is a very minimum amount to do the job which should be 
done. 

Mr. Giiierre. I think it might be noted Mr. Canfield, in further 
reference to your question about the regular capital program, that 
the increase over 1959 is only $10,830,000, which is more than ac- 
counted for by the increase in the vehicle procurement program of 
$12,179,000 to which Mr. Barnard previously testified. 


MAILSTERS 


Mr. Canrtexp. This vehicle program that we discussed embraces 
obtaining these additional mailsters. 

Mr. Barnarp. Yes, sir; in the regular capital program there are 
2,400 mailsters contemplated for 1960. We are contemplating the pro- 
curement of a new type mailster which is not now produced in mass 
but with which we have been experimenting over the last 18 months. 
It is a 2-cylinder vehicle as against the 1-cylinder unit we are now 
using. Indications are that it will be much better in performance 
and suitability to the purpose as well as maintenance cost reduction 
and so forth. 

We expect that we can buy these 2-cylinder mailsters in quantity 
with component parts which will allow anybody and everybody to bid 
them, for approximately a thousand dollars a unit. So there is $2,- 
400,000 in the regular capital program for 2,400 additional mailsters. 

Mr. Gary. Will the gentleman yield? 

Mr. Canrtetp. Yes, indeed. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 


VEHICLE RECONDITIONING PROGRAM 


Mr. Gary. Why is it that on page 415 of the justifications the ve- 
hicle reconditioning program for 1960 is blank ? 

Mr. Barnarp. The program in the Department for vehicle recon- 
ditioning of the larger vehicles will be completed with the 1959 pro- 
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gram, and we do not contemplate an additional expenditure for that 
ONE: next year. 
r. Gary. What do you mean by “reconditioning program” ? 

Mr. Barnarp. Mr. Chairman, in the past we have had a number 
of very large vehicles, the 3-ton trucks and the tractor rigs, which 
have been exceedingly expensive to buy in the first instance, and which 
after continued use need to be rebuilt or replaced. We chose to re- 
build a great number of these, of the total in the inventory, because 
the cost of rebuilding and replacement parts for engines and so forth 
was so much less than the purchase cost of new vehicles. At the same 
time rebuilding extends the life expectancy of that same vehicle as 
much as 80 percent. So that by complete rebuilding we were able 
to put the truck in 80 percent of new life expectancy. 

That program has gone on over the last 3 years and has been com- 
pleted so that all of those vehicles which remain in the inventory are 
now in suitable condition. 

Mr. Gary. The condition of those trucks was due to wear and tear 
and not due to errors in the original specifications? 

Mr. Barnarp. That is right, sir. It is just a matter of constant 
hard use, hundreds of thousands of miles and hours. 

Mr. Gary. We did at one time, I remember, have to recondition a 
lot of vehicles because the original specifications were bad. The new 
vehicles when received were not strong enough and they had to be 
strengthened with new parts. 

Mr. Barnarp. I believe, Mr. Chairman, that we have made great 
strides in that field by virtue of the fact that we are now buying pro- 
duction-line models of trucks from the major manufacturers. The 
vehicles we are getting are the same vehicles that are used commer- 
cially in industry everywhere and have been tested over hundreds and 
millions of miles and hours of use. 

Mr. Gary. Are they custom models? 

Mr. Barnarp. They are not custom models. They are production 
line modified only to suit postal purposes, such as the tray out in 
front of the driver where he can sort mail and things like that which 
are modifications principally of the body. The chassis and the whole 
power train is basically production-line equipment. This has reduced 
our cost in initial procurement because we are buying from General 
Motors, Ford, International Harvester, Chrysler, Willys, all of them 
from their direct line of production, and we get, therefore, the con- 
ventional type of warrantees which see us through the initial period 
of use and we, of course, enforce those warrantees any time any parts 
deteriorate or show up badly. The cost to the Government has been 
materially reduced. 


ATTITUDE OF CARRTER TOWARD MECHANIZATION PROGRAM 


Mr. Canrtetp. Mr. Barnard, what is the general attitude of the 
carrier-operator toward mechanization ? 

Mr. Barnarp. I think it is greatly improved, Mr. Canfield. I wish 
I had known you were going to ask this question because I have on 
my desk a magazine article in the most recent issue of the carrier 
organization's publication in which the secretary of that association 
has written a one-page article on employee reaction. He points out 
that the employee reaction is greatly strengthened and the enthusiasm 
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is running high on the mechanization of carrier routes. I would like 
to state here that one of the things which they specially emphasized, 
an in which we have great pride, is the fact that Mr. Schlegel and his 
whole staff have spent so much time at the carrier level with the men 
to determine the faults that have occurred in this mailster vehicle 
and the procurements that we have had to date, the things that are 
not adequate from the carrier standpoint, the things that show where 
breakdowns can occur, and have taken immediate remedial action to 
correct those things. 

I think departmental relationship with carriers on this matter of 
mechanized carrier units, is substantially higher than it has ever 
been in the past. 

Mr. Canrievp. I saw that story reenacted in my own district quite 
some months ago when the mailsters first came out and the Depart- 
ment sent out an engineer representative to talk with the carriers 
and indicated that certain bugs were being ironed out. Quite gen- 
erally I think in my area they approve of the mailsters today. 

It was good public relations on the part of the Department to sit 
down with the carriers and hear each and everyone state his com- 
plaint and to indicate what the Department had in mind to take care 
of future complaints. I thought it was a job well done. 

I think, Mr. Barnard, that the red, white, and blue colors on the 
new departmental trucks have captured the fancy of the American 
people. And I think, too, they sort of put to shame the older trucks 
with the wornout forest green and I assume they are the trucks that 
you are talking about relegating to some limbo when you can. Is 
that the idea ? 

Mr. Barnarp. We have not repainted in the new color scheme, any 
vehicles which were scheduled for replacement in the foreseeable 
future. The bulk of the vehicles which will be replaced in our 1960 
procurement will be the old ones that have not yet been converted. 
At the same time we have tried to pattern out over a reasonable 
period of time the completion of painting the fleet in the tricolor. 

I think that this Committee could expect that with this procure- 
ment and the painting program we have now we will complete the 
entire conversion of colors in the fleet by 1961 or earlier. 

Mr. Canrirtp. And when the American public sees a red, white, 
and blue postal truck, clean and in good order, there is a very warm 
reaction. But when they see one that is not clean, the public is apt 
to have a different reaction. 

Mr. Barnarp. That is right. 

Mr. Canrievp. It is not often that you see a truck like that. You 
have regulations pertaining to the proper cleaning of those trucks? 

Mr. Barnarp. Yes, sir, we have. This matter of the maintenance 
of the trucks, as far as the day-to-day maintenance and washing, is 
in the province of the Bureau of Operations. However, at their re- 
quest, and with a desire to eliminate those problems, we are moving 
thead with our purchase of automatic washing equipment which can 
take a truck and wash it in 4 minutes and save many man-hours and 
do a very good job. 

It takes better administration and tightening down all along the 
line to make sure that the fleet is always clean. 

Mr. Canrietp. That is all that I have, Mr. Chairman. 





294 
ACQUISITION OF SPACE 


Mr. Avexanper. Mr. Barnard, I have a general question. It has to 
do with your postal organization, particularly with reference to the 
building of buildings. What is your setup on that; how does it oper- 
ate, — the construction of new buildings for the Post Office Depart- 
ment ¢ 

Mr. Barnarp. At the present time under existing legislation, Mr. 
Alexander, our only means of providing new facilities is through our 
commercial leasing authorities. Postal space is being furnished in 
certain of the General Services Administration buildings that are 
being built this year by direct appropriation, but those are all multi- 
purpose buildings and we will use only a part of the structure; some- 
times no more than a classified station. 


LEASING PROGRAM 


But postal facilities for our exclusive use are built only under the 
leasing program. In that program I am sure you are familiar with 
the general pattern, but very quickly, the Department selects a logical 
site for its new facility, based upon service requirements having to do 
with transportation patterns, rail, highway, air, and the location from 
the standpoint of service to the patrons, depending on where the dis- 
tribution of mail takes place. 

The site, once selected, is tied up by the Department in the form of an 
assignable option wherever possible. On occasion it is necessary to 
buy the land because the owner of the land is willing to sell it but 
not willing to tie it up on an option. 

In other cases, particularly in our very densely populated metro- 
politan areas, where land is extremely hard to acquire, we have re- 
sorted to condemnation, which is authorized under section 203 of title 
II of Public Law 519 of the 83d Congress. 

Whichever of these means of acquisition we utilize, we control the 
property and on it, design, either in the general format of this brochure 
which we have discussed earlier or in the detailed plans and specifica- 
tions that would come out of the Department, the building to be built. 

It is then put out to competitive bidding and an award is made to 
the bidder who presents an offer to acquire the land, build the building 
according to our specifications, and lease it to the Government for the 
lease term at the lowest annual rental cost. The award having been 
made, the assignment of the ground takes place, the man has a specified 
period of time to build the building, and we take occupancy and start 
paying rent. 

Mr. Aexanper. What is the ordinary length of the term of the 
ease ¢% 

Mr. Barnarp. About 92 percent of our leases are for 10 years or 
less because that percentage of our total inventory is in very small 
units that need the flexibility to move to meet population demands. 
The remaining 8 percent—I should say 6 to 8 percent—is in larger 
buildings where we have leases that run 15, 20, 25, and 30 years. 

We take options to renew on the average lease so that in the event 
the Department wants to continue occupancy after the expiration of 
the lease term, we have already established a maximum rent to be paid 
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and we anticipate that those options will be exercised in the future in 
many cases. 

We are also at the present time inaugurating a pattern of soliciting 
options to purchase the property at various periods during the lease 
term, for a specified price. This will allow the Department to con- 
sider the purchase of the entire parcel, building, land and everything, 
at a specified price, should it seem to be in the best interests of the 
Government. 

At the moment the Department has no legal authority either to 
buy such real estate or to request appropriations for that purpose. 
But it has occurred to us that in the future of America if the economic 
cycle should change to the point that interest rates were to decline 
materially, or for any number of economic reasons it would be ad- 
vantageous for the Department to own this facility instead of lease it, 
we would be in a position to buy it at specified periods. 

This practice of options to purchase is being used in all cases of 
buildings the size of Detroit and the like where there are very large 
substantial structures and costly investments. We would not take 
this type of option to purchase on the conventional small building. 

Mr. ALexAnpeR. Where do you draw the line as to lease contracts 
and contract post offices themselves ? 

That isa lease itself, isn’t it, a contract station ? 

Mr. Barnarp. Contract stations are basically a responsibility of the 
Bureau of Operations, but my knowledge of it is this: A contract 
station, where we hire the facilities, the employees and everything, 
is operated generally in the corner of a store or some such location 


and is done where a public service is necessary in the area, but where 
s 


the cost of operating under the Department’s supervision and with 
departmental employees is more costly than having the unit on a 
contract principle. 

When the cost of contract services reaches the point that it is about 
the same as the Department handling it itself, those are converted 
to classified stations or branches. 

Mr. Arexanper. As I understand it, you can expand a building or 
remodel it, or if the GSA has other uses for a building you can join 
with them and the Government pays for the buildings. But other 
than that your entire operation is a lease contract ? 

Mr. Barnarp. That's right. 

Mr. Avexanper. That is all, Mr. Chairman. 


PAPER MAIL SACKS 


Mr. Gary. Mr. Barnard, information which has come to this com- 
mittee would indicate that paper mail sacks used in a recent experi- 
ment have accumulated in substantial quantities at certain destina- 
tions and are being stored in anticipation of reuse when paper mail 
sacks are approved for standard use. What can you tell us about 
this situation ? 

Mr. Barnarp. I would like to ask Deputy Postmaster General Ses- 
sions to reply to that. 

Mr. Sessions. The paper mail sack experiment, Mr. Chairman— 
in fact I should say the paper mail sack experiments—have been run- 
ning for some time. The most recent experiment was an experiment 
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whereby they were used in international mail out of Miami. They 
have also been used in the Alaska run. 

The situation at the present time is that the sacks have not proven 
satisfactory from the point of view of security. 

Mr. Chairman, until our inspection service will approve these sacks 
from the point of view of security, we cannot approve their usage 
on any overall basis. 

Therefore, what we plan to do is at once to introduce a new 90-day 
mail-sack experiment from Miami to the Latin-American countries. 
During this experiment sacks made of both paper and nylon are going 
to be tried out. 

A description of the test is as follows: 


OUTLINE OF 90-DAy MAILSACK EXPERIMENT FROM MIAMI TO LATIN AMERICAN 
COUNTRIES 


1. Sacks made of paper and of nylon will be tried out concurrently with use 
made of each during alternate weeks. 

2. All nylon sacks will be numbered and their use recorded by number. 

3. We will request the return of nylon sacks by air, empty or carrying mail 
and their return will be checked off against dispatch record. Returns carrying 
mail will be counted as usage. Defectives will be repaired for reuse. 

4. Paper sacks will be dated and countries receiving them will be asked to 
return all sacks by air. 

5. Continuous observation will be made during the 90-day period and reports 
made of the number of both kinds of sacks which must be replaced while load- 
ing, the number repaired, etc. 

6. At the end of the experiment the numbers of trips made by individual nylon 
sacks will be recorded in relation to their observed wear and deterioration. 

7. Report of the number of nylon sacks not returned will be made. 

8. Sack racks will be equipped with devices in an effort to protect the edges 
of paper sacks from tears by thrown mail. 

9. Sacks with inadequate side-seam adhesive will be laid aside without use 
and reported to the manufacturer. 

10. Any sacks with minor tears, which can be patched before dispatch, will be 
patched with paper tape, identified in some way so it can be determined that it 
was applied by the airmail facility and not by others during transit or upon 
reaching destination. 

11. All exchange offices, mailbag repair centers and depositories and other 
possible peints of receipt of stray returns will be alerted to ship by air to AMF 
Miami any of the serial-numbered blue nylons which they receive. 


Does this answer your question ? 

Mr. Gary. It does in part. Other information we have indicates 
that the postmasters may be experiencing some difficulty in finding 
a local market for such sacks. Is it considered uneconomical to reuse 
them ? 

Mr. Barnarv. You are referring to paper sacks? 

Mr. Gary. Yes. 

Mr. Sesstons. No. As a matter of fact, Mr. Chairman, in the 
Alaska run, paper sacks have been reused several times. The original 
intent of using paper sacks was to find a sack which would have a 
one-time use. Thus, it would not be necessary to ship the sack back 
again to the United States. But the people who produce these paper 
sacks feel that their latest improved sacks will be usable for several 
trips. 

Mr. Gary. Then your original concept that the paper mail sack was 
to be a lightweight one-trip, throwaway container for service to desti- 
nations from which return of canvas sacks by air was a costly propo- 
sition, has been abandoned altogether ? 
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Mr. Sesstons. No, not necessarily, Mr. Chairman. It will depend 
entirely on the economics of the test. 

But I may say, before we can determine the economics of the paper 
sack, we must have a satisfactory sack from a point of view of depre- 
dation. 

It is our hope that this 90-day test that I referred to earlier will sub- 
stantiate the value of the paper sack so that it can be used or prove 
that it is unsatisfactory. If it can be used, we will then make a care- 
ful test of the economics to determine to what extent. 

Mr. Gary. Haven’t you been experimenting with these sacks about 
6 years? 

Mr. Sesstons. I believe the Department has been experimenting with 
them for some time. But I may say during that period of time, Mr. 
Chairman, it is also my impression that the paper-sack manufacturers 
have experimented with the type of material in the sack and in fact 
one of the manufacturers in my office the other day advised me that the 
experiments are going on continuously and that the sack that was used 
up as late as last fall has now been discarded in favor of a new type of 
sack with a new type of thread. 

Mr. CANFIELD. These experiments haven’t required the Post Office 
Department as such to build up a big stockpile or inventory of these 
sacks? In other words, if private enterprise is trying to show the Post 
Office Department that it has sacks which can properly carry the mail, 
it shouldn’t be a costly burden to the Post Office Department itself. I 
think that is what the chairman is trying to develop. It seems to me 
the burden would be on the folks in private enterprise who are trying 
to prove to the Post Office Department that they have something that 
the Post Office Department ought to have. 

Mr. Gary. The intimation we have is that certain interests are 
opposing the adoption of the paper sack. I want to find out if that is 
true. 

Mr. Sesstons. I think, to the best of my knowledge, Mr. Chairman, 
the facts I have given you are accurate. JI may say, frankly, that there 
has been a great deal of misinformation floating about with regard to 
this sack program. 

For example, there have been comments attributed to a report sup- 
posedly made by one of our engineers last year. However, the Depart- 
ment has not approved or released such a report. I may say that 
there has been no other report made by any engineer or other person 
in the Post Office Department which has been cleared with the top 
staff and, therefore, has become a matter of policy. There have been 
a number of reports made by various individuals, but they have not 
been accepted as policy by the Post Office Department, Mr. Chairman. 

I can give you some examples, if you wish, of the problems we are 
facing as indicated by excerpts from an inspection report. 

Mr. Gary. Please insert it in the record at this point. 

(The material referred to follows :) 


EXPERIMENTAL USE OF PAPER Mati Sacks 


1. On January 22, during a 6-hour period of observation of mail being dis- 
tributed and dispatched, 35 paper sacks were split, ripped at the seams, or punc- 
tured to the extent that if the mail were dispatched therein it would have been 
exposed to loss and depredation. The damage occurred during the normal course 
of filling the sacks with letter packages and parcels. 
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2. Bulletin from La Paz, Bolivia, covering dispatch No. 254 from Miami on 
December 21, 1958, reported that one paper sack had been broken and patched 
with tape but not before three parcels had been lost. The bulletin also stated 
that almost all the sacks containing parcels had been received with breaks or 


tears of 20 to 30 centimeters in length and in some cases the sacks were com- 
pletely broken open. 

3. Report from the postmaster at San Juan, P.R., on December 1 stated that 
out of a total of 1,600 sacks examined, 236 were damaged to such extent that 
mail had been exposed to loss and depredation. ’ 

4. Verbal reports from Pan American employees stated that airline personnel 
in Chile, Uruguay, and Trinidad had reported arrival of paper sacks with con- 
tents outside the sacks. 

5. On observation from 12 midnight, February 6, to 9:50 a.m. on February 9, 
out of 810 sacks racked for filling, 119 had to be discarded and replaced before 
filling was completed. This is a percentage of damage of more than 14 percent. 

6. Out of 776 paper sacks returned to the foreign station at New Orleans, an 
examination revealed that 414 or 53 percent were in unusable condition. 

7. Report of casual observation by inspector at Ponce, P.R., on January 21, 
1959, states that a paper sack containing air, c.o.d., and insured parcels, together 
with letter mail, was completely broken open. 

8. On February 9, a shipment of a new type sack with additional plastic coat- 
ing on fiber glass cross strands was received at Miami and use was begun of 
these sacks at 8 p.m. on February 9. From then until noon on February 11, out 
of 606 paper sacks placed on the racks for filling, 50 had to be replaced before 
closing, 6 were discovered to be defective in manufacture, and 1 was returned 
by the airline due to damage while loading. This is a 9 percent rate of failure. 

The inspectors flatly report that any low initial cost advantage of paper mail 
sacks, so far, is overwhelmingly offset by lack of required safety of the mails. 

Mr. Gary. We have been told of one instance in which paper mail 
sacks in the hold of the freighter SS ///i/amma withstood live steam, 
smoke, and intense heat for 8 hours, providing better protection for 
the mail than canvas bags. Yet, we are told on the other hand that 
paper sacks deteriorated when exposed to rain in a test. 

What are the real facts? You have been experimenting for 6 years. 
Have you reached any conclusions yet ? 

Mr. Sessions. Frankly, my conclusion is that the paper sacks we 
had received up to the first of the year were not satisfactory for mail 
service, and we are hoping to establish in this new test whether or 
not the new type of sack will be satisfactory. 

Mr. Barnarp. I have never heard of that story with the steamship. 

Mr. Sessions. I have heard that story several times and I have no 
doubt but that it may be true. But again I point out that one isolated 
case of this kind is not as important to me as the report by my chief 
inspector that the paper sacks used to date have not been safe from 
depredation. 

Mr. Barnarp. May I go off the record, Mr. Chairman ? 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. We are glad to have that statement of facts, Mr. Sessions. 
When you do conclude your experiments, if you will advise our com- 
mittee as to the conclusions that you have reached with respect to it, 
we will appreciate it. 

We will adjourn until tomorrow morning at 11:30. 
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WepneEspayY, FEsruary 25, 1959, 


Mr. Gary. The committee will come to order. 
FELICITATIONS TO CHAIRMAN GARY 


Mr. Canrievp. Mr. Chairman, gentlemen of the committee, back in 
1945 there came to the Congress of the United States a very distin- 
guished gentleman from the Old Dominion State of Virginia—very 
gracious, very friendly, and very able, steeped in the traditions of 
Jefferson. ; 

He was born in Richmond, Va., entered the public schools of that 
city; graduated from University of Richmond with a B.A. degree in 
1912, LL.B. degree in 1915; is a lawyer by profession; veteran of 
World War I; served as counsel and executive assistant, Virginia Tax 
Board, 1919-24; appointed executive secretary of the National Com- 
mittee on Inheritance Taxation, 1925; represented the city of Rich- 
mond as a member of the Virginia House of Delegates, 1926-33; 
oresident, Virginia Tuberculosis Association, 1938-40; president, 
Richmond Bar Association, 1941; president, Virginia State Chamber 
of Commerce, 1944; member of the board of trustees, University of 
Richmond and board of trustees, Fork Union Military Academy; was 
married in 1918 to Miss Eunice Croswell, of Gloucester County; has 
two children, Carolyn Gary Hugo and J. Vaughan, Jr.; member 
Sigma Phi Epsilon, Delta Theta Phi, and Omicron Delta Kappa 
fraternities; Baptist; Mason; member of American Legion; member 
of the 79th to the 86th Congresses, inclusive. 

Of whom do I speak? None other than the very able chairman of 
this subcommittee, J. Vaughan Gary of Richmond. 

Speaking as the ranking minority member, and I am sure speaking 
for all the members of this subcommittee, I wish to salute him today 
on the occasion of his birthday anniversary, saluting one who exalts 
honesty and square play, one of whom we on this subcommittee, one of 
—— all the Congress on both sides of the aisle, can be very proud 

r. Gary. 

Mr. Passman. Will the gentleman yield. 

Mr. Canrtevp. Yes. ‘ 

Mr. Passman. In a lifetime of experience, including 30 years as an 
active businessman and the past 12 years as a Member of Congress, it 
has never been my good fortune to associate with a finer gentleman 
than our distinguished chairman. To know Vaughan Gary well, and 
to work with him so closely as I have done in the Congress, has been 
one of the great privileges of my life. He represents the best in 
American citizenship and public service. I join in wishing him 
health and happiness on his birthday and for many more years ahead, 

Mr. ALExanpeR. Will the gentleman yield ? 

Mr. Canriebp. Yes. 

Mr. Avexanper. I would certainly like to join in your salutation. 
As a new member of this committee, I can truthfully say that our 
chairman, the honorable Vaughan Gary, has gone out of his way to 
be helpful to me as a new member, and has always shown the utmost 
courtesy at all times. It has been a real joy and a pleasure to me to 
be under his leadership. I would just like to join in your fine remarks 
to Mr. Gary. 
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Mr. Canrretp. May I say to my friend from North Carolina he is 
recognized now throughout the Nation as a leader of the American 
Congress and it is so good to note that he is in extremely good health. 
Occasionally, in office hours, I scoot through the gymnasium and it is 
so wonderful to see Mr. Gary in action on the floor. He is thoroughly 
well, thoroughly able, thoroughly fit, and it is good to see him just 
that way. 

Mr. Steep. I would like to add my word to what has been said. 
I agree with all of it. I only have one complaint against our chair- 
man and that is that he works us too hard. 

Mr. Canrietp. May I say to my friend from Oklahoma, he works 
us hard, but he has established for this committee a singular reputa- 
tion. I doubt that there is any committee in the Congress which 
has gone more into the field of operation, so to speak, to be a truly 
grassroots factfinding committee, more than the Gary committee, 
on which we are all privileged to serve. 

Mr. Pixon. I join my colleagues in the kind and well-deserved 
remarks expressed here about our distinguished chairman. Iam sure 
they will join me in wishing him many, many years of public service 
and service to mankind. 

Mr. Conve. I would like to join with the other members of our 
committee in extending my heartfelt felicitations upon this joyous 
occasion of your birthday anniversary. May you have many more 
decades of good health, happiness, and success so that in future years 
you can continue to make your fine contribution to our Government 
as you have in the past, and harvest the rich dividends and spiritual 
Satisfaction which you have so ably earned as an incident to a lifetime 
of dedicated service to your country and family. 

Mr. Gary. Gentlemen, I think all of you are out of order, but I 
want to tell you that I appreciate your very kind remarks from the 
bottom of my heart. I have enjoyed my service on this committee, 
and I think it is one of the greatest committees in the Congress. 

We have certainly been successful throughout the years in keeping 
it a nonpartisan committee. We have worked harmoniously together. 

You have been most considerate, even though you have a slave- 
driver as your chairman. 

I frankly hate to celebrate this occasion because my birthday anni- 
versaries are coming all too frequently now, and I am sorry to say 
that I have had entirely too many of them thus far. I wish I could 
cut down some on the number but I have been blessed in health, in 
my life work and in my friends and associates and no one appreciates 
these things more than I. 

Mr. Sessions. Mr. Chairman, may I offer a comment ? 

Mr. Chairman, we in the postal service are proud to add our con- 
gratulations and well wishes to the nice things the members of the 
committee have said about you on the occasion of your birthday. We 
too feel that you represent the best traditions of a fine American. We 
have been impressed in appearing before this committee with the 
chairman’s and the committee’s desire to seek the truth and to protect 
at all times our postal service and the taxpayers of the United States. 
-_ offer you our sincere and hearty wishes for a long and useful 

ife. 

Mr. Gary. Thank you very much Mr. Sessions. 
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Now, Mr. Gillette, I believe you said you were prepared to justify 
first-—— 
Mr. Gitterre. Research and Engineering. 


RESEARCH AND ENGINEERING 
WITNESSES 


WADE S. PLUMMER, DIRECTOR, OFFICE OF RESEARCH AND ENGI- 
NEERING 

REX LANDIS, DEPUTY DIRECTOR, OFFICE OF RESEARCH AND EN- 
GINEERING 


Mr. Gutertr. Research and Engineering, Mr. Chairman, is con- 
tained in two appropriations: The Administration, regional opera- 
tion, and research appropriation, and in the postal modernization 
appropriation, the new appropriation. 

Mr. Wade Plummer, Director of the Office of Research and Engi- 
neering is now prepared to testify in regard to the amounts we are 
requesting for research and engineering in those two appropriations. 

Mr. Gary. Since this program is contained in two appropriations, 
we have deferred until this time our consideration of that portion 
of the research and engineering program which is budgeted in the 
administration and regional operations program. 

Mr. Plummer, we will hear you on that phase of the program at 
this time. 

Mr. Prummer. Thank you, Mr. Chairman and members of the 
committee : 

BACKGROUND OF DEPUTY DIRECTOR LANDIS 


I would like to introduce to you at this time the new Deputy Di- 
rector of the Office of Research and Engineering, Mr. Rex Landis. 
Mr. Landis comes to us with two professional engineering degrees and 
a wealth of industrial experience. 

We are very happy to have him aboard. 

Mr. Gary. We are happy to have Mr. Landis before the committee, 
and if you will insert a brief biographical sketch of Mr. Landis, we 
will appreciate it. 

(Biographical sketch of Mr. Landis follows :) 


L. Rex LAnpIs 


Age 41, single, born and raised in Ohio. 

Degrees in mechanical and industrial engineering from the Ohio State Uni- 
sersity, 1941. 

Registered professional engineer—Ohio (1947) and Texas (1953). 

Captain in Army Ordnance (industrial service) World War II. 

Twenty years of industrial experience including production engineering, 
quality engineering, maintenance engineering, and plant engineering. The 5 
years of experience, prior to joining the postal service, was as a plant engineer 
and facility engineering specialist. The major part of the experience back- 
ground was obtained from 6 years with Army Ordnance, 5 years with the Ohio 
Boxboard Co. and 5 years with the General Electric Co. 

Joined the Office of Research and Engineering, Post Office Department in 
October 1957. Assisted in the mechanization study of the Los Angeles post of- 
fice before being transferred to the position of regional engineer of the Dallas 
region in May 1858. Subsequently promoted to chief regional engineer when 
that position was established in July 1958. 
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CONTRACT RESEARCH, DEVELOPMENT AND ENGINEERING 


Mr. Prummer. Mr. Chairman, the request for funds, as you men- 
tioned, for the contract research and engineering phase of the Post 
Office Department activities is contained in both the regular appro- 
priation and the postal modernization appropriation. In the regular 
appropriation our justifications begin on page 123, and run through 
page 132. 

I should like to submit the table on page 123 for inclusion in the 
record. 

The estimate for the regular appropriation covers primarily the 
development, design, and testing of new and improved postal equip- 
ment and materials. The program as set forth will take advantage 
of the technical developments and breakthroughs which would be 
beneficial to the Postal Establishment. 

I should like to, if I may, include as part of the record, Mr. Chair- 
man, the development of the letter-sorting machines, as we have it 
starting on page 124 of our justification. It is quite lengthy and quite 
significant and I suggest it would be advisable to include it in the 
record. 

Mr. Gary. Without objection, we will insert pages 123 through 
132 at this point in the record. 

(The pages referred to follow :) 


Contract RESEARCH, DEVELOPMENT, AND ENGINEERING, INCREASE $1,133,000 


Analysis of obligations 





Increase 
1958 








Rental of equipment (05) $288 
Printing and reproduction (06) 79 
Contractual services (07) 984, 489 
Supplies and materials (08) 5, 547 
Equipment (09) 5, 465, 268 





Total obligations 6, 455, 671 




















Funds requested under this activity are for the conduct of an industrial-type 
research and development program for the postal service. No personnel costs 
are included. Headquarters engineering personnel are financed from the ac- 
tivity “Executive and administrative direction.” The field engineering staff 
is included in “Regional operations.” 

This estimate covers primarily the development, design, and testing of new 
and improved postal equipment and materials. The program as set forth 
below would be subject to revision to take advantage of any technical advances 
or “breakthroughs” which would be beneficial to the Postal Establishment. 
Additional funds for the augmentation and acceleration of the research and 
development program are requested under the appropriation “Postal modern- 
ization.” 

REGULAR APPROPRIATION 


I. Development of letter sorting machines 


During recent years the Post Office Department has acquired two foreign letter 
sorting machines of different manufacture. These machines have been in- 
stalled in two post offices, where they have been utilized fully and where all 
technical and operational aspects have been studied closely. These tests have 
proved the advantages of machine over manual sorting methods through greater 
productivity, shorter processing time, and reduced operating costs. Mechanized 
letter sorting opens a most promising and challenging area for improving 





303 


postal efficiency and revolutionizing postal operating methods. It is imperative 
that the postal service pursue the development of practical production equipment 
and convert as rapidly as possible to machine sorting of letter mail. 

During the present fiscal year encouraging progress has been made to develop 
an efficient keyboard-controlled sorting machine in cooperation with the Bureau 
of Standards and outside engineering firms. To date this program has resulted 
in the development of one basic design which combines engineering simplicity 
and operating versatility. The construction of first producton models is now 
underway, and operational testing and an engineering evaluation will begin 
during fiscal year 1959. 

Our research and development program for fiscal year 1960 contemplates work 
in three important areas: 

(i) Two new sorting machine concepts. 

(ii) Auxiliary devices for both present and new sorting machines. 

(iii) Improvements to the present U.S. design sorting machines. 

A. Positive control, horizontal-type sorting machine, $225,000.—A new sorting 
machine design concept will be developed which will provide positive control of 
letters, improved facing, stacking and edging. The machine will have desti- 
nations in a horizontal plane as contrasted to the vertical pocket arrangement 
employed in existing equipment. Letters will be carried from the initial feeding 
to the final stacker by a series of twin conveyor belts. Its appearance would be 
much similar to that of a check-sorting machine. 

This design is expected to overcome problems of gravity fall and loss of 
facing and edging experienced in the present type of sorting machines. Such a 
machine should cost substantially less to manufacture, and would have larger 
mail-handling capacity as a result of faster operating speeds. 

This program would cover the design and construction of a laboratory test 
model. 

B. Sequential sweeping, memory-controlled sorting machine, $215,000.—A 
second machine concept has been devised by the National Bureau of Standards. 
It includes a series of letter pockets which receive letters in sequential order 
from operator keyboard reading and coding stations. The destination code is 
stored in a computer-type memory. When all pockets are filled, like-destination 
addresses are released simultaneously by the memory control to a gathering 
belt. This design differs from conventional designs in the features of sequential 
pocket loading, code memory control and simultaneous release of like-destination 
addresses. 

The basic characteristics of the design have been set up as a mathematical 
model and checked on an electronic computer. The theoretical results prove 
the feasibility of the development of a machine which would be less costly 
to manufacture and operate and which would require less floorspace. This 
concept will be reduced to a working model for laboratory evaluation. 

C. Automatic sweeping and feeding of letter bundles from sorting machines, 
$320,000.—The problem of sweeping letters from present design sorting machine 
pockets and gathering, stacking, and bundling them for dispatch is an important 
one. This program will provide the engineering of presently known techniques 
into usable hardware as auxiliary equipment for present and new sorting ma- 
chines. Until these devices are available, manual labor must be used. 

D. Development of specialized controlled equipment for sorting mail to carrier 
routes, $700,000.—The problem of sorting mail to the large number of destina- 
tions required for carrier routes shows a need for a large-capacity memory and 
control system. Such a system is uniquely different from the memory require- 
ments for a machine to sort outgoing mail or for primary and secondary sorting 
of incoming mail. The present laboratory memory unit developed for this pur- 
pose is much too small to adequately handle carrier sortations. A further de- 
velopment program is needed to provide this enlarged memory control system. 

E. Equipment for automatic reading, $439,000.—The present automatic reading 
machine can sort typewritten or printed mail addressed to 20 destinations. 
When fully developed, such a reader could be connected to a sorting machine 
for nearly automatic processing of mail. Present progress on this equipment 
shows great promise for the successful development of this technique. 

The present program has reached the limit of the reading machine capacity. 
Current technical advances would point the way toward expanded use of this 
machine if it had greater decision-making capacity. It is planned to develop a 
second, enlarged reading machine in a transistorized version. It is also planned 
with this second machine to attempt the recognition of hand-addressed mail. 


87175—59 20 
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A variable font reader using somewhat different recognition techniques has 
been developed. This alternate approach to reading printed and handwritten 
characters will be studied also for use in the new reading machine design. 

F. Phosphorescent-code printing and reading equipment, $225,000.—It appears 
possible to physically detach operator keyboards from our present sorting ma- 
ehines by using phosphorescent-code printing and reading methods. This will 
enable the consolidation of operator reading stations and sorting machines into 
more effective, space saving layouts. There is also a possible reduction in the 
total number of sorting machine pockets required, thus effecting an overall 
savings in both equipment and building costs. 

G. Operator training equipment, $125,000.—It is necessary to provide suitable 
keyboard operator training equipment to accommodate new letter sorting ma- 
chines. The equipment will present simulated mail to the operator at a pre- 
selected rate and identify errors made by the trainee. Operator training with- 
out this equipment would be extremely difficult, time consuming and costly. 

This program will provide basic engineering, prototype evaluation, tooling, 
and preparation for manufacture on a production basis. 


II. Development of automatic culling, facing, and canceling equipment 


Programs planned in this area for fiscal 1960 will be devoted to— 

(i) Further refinements of present design equipment ; 

(ii) Development of critically needed auxiliaries ; 

(iii) Investigation of new equipment concepts. 

Specific items are as follows: 

A, Additional work on present culler prototypes, $125,000.—Two prototype 
culling machines have been brought to a laboratory evaluation stage, however, 
several fundamental problems remain to be solved before they will be usable 
devices. Work must be done to test the reliability and value of vertical thin- 
ning belts, hotel-key ejectors, width separators, and recirculating volume control 
features. 

B. Additional work on facing-canceling machine prototypes, $150,000.—A large 
number of stamp-recognition techniques for facing-canceling machines are avail- 
able as a result of recent studies. Further work is required to determine opti- 
mum combinations of these techniques. In stamp sensing, for example, factors 
that must be considered include— 

(1) Single-color versus multiple-color light source; 

(2) Normal versus angular reflectance ; 

(3) Large versus small quantities of light energy ; 

(4) Narrow aperture, wide aperture, or flying spot scanning; 

(5) Large or small photocell magnification ; 

(6) Level of color sensitivity threshold ; 

(7) Method of threshold adjustment. 

The wide range of stamp and envelope colors in ordinary mail further com- 
plicates this application problem. Many usable combinations of the above ele- 
ments are possible, but only a few will yield the practical, effective systems 
needed for postal use. This program covers further basic study and laboratory 
evaluation of presently available machines. 

C. Development Of automatic feed and transfer from culler to facer-canceler 
machine, $350,000.—Auxiliary units have not kept pace with basic machine de- 
velopment. Feeding hoppers, output receivers, stackers, storage and buffer 
units, transfer units, and control systems must be engineered, fabricated, and 
evaluated. Installation and effective use of cullers and facing-canceling equip- 
ment in post offices is dependent upon bringing these devices along at a rapid 
rate. 

D. Envelope sensing, $75,000.—The key problem in mechanical facing and 
canceling is determining the orientation of the envelope, and its postage stamp. 
with respect to the canceling position (usually stamp down). Present work has 
been concentrated on stamp color-sensing. An alternate system using stamp- 
tagging devices is contemplated for use if color-sensing is not practical or eco- 
nomical. (Stamp “tagging” involves metallic threads, metallic strips, lnmi- 
nescent ink, magnetic ink, and like techniques. ) 

A further desirable study area is that of envelope sensing in place of stamp 
color-sensing, wherein an identifying orientation symbol would be required on 
envelopes. The basic practicality of this approach must be determined with 
respect to envelope manufacturing difficulties as well as the limitations of size, 
color, location and orientation of a sensing mark. An economic study must be 
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made of the various techniques available for use. This program will provide an 
introductory survey into this area. 

BH. Development of oscillating-type culler, $300,000.—A useful approach to the 
collection mail classification problem is embodied in an oscillating separator. 
This principle has several industrial applications, particularly in the fruit proc- 
essing industry. Such a device would require fewer belts and moving apertures, 
as employed in present culler designs. A smaller, less expensive machine should 
be possible. A laboratory model will be constructed and evaluated under this 
program. 


IIT. Standardization of type fonts and addresses, $175,000 


The advent of mechanization raises the question of the suitability of conven- 
tional mail addressing methods. It is vitally important to know what limitations 
and problems are established by automatic or semiautomatic mail processing 
machines. It is equally important to know what possibilities for address im- 
provement are available in business machines such as typewriters, addressing 
machines, and label printing machines. 

One of the most fruitful areas for improving postal service and speed is that 
of improving readability and legibility of addresses. Rearrangement of address 
format to provide city and State, street address and mailer’s name in that order 
might reduce reading time for keyboard operators. Labeling practices should be 
reduced to standard sizes and locations. 

Extensive, considered studies, such as will be made during this program, are 
required to provide sound data for machine design decisions and involve the 
fewest possible restrictions on postal patrons. 


IV. New memory techniques, $300,000 
Memory systems currently being developed for specific uses by other research 


and development organizations require less equipment and produce more ac- 
curate output than present computer-type “stored-program” machines. Learn- 
ing features may be built into a computer provided the input is statistically 
predictable. Memory requirements for postal sorting equipment closely parallel 
this criteria, and we should attempt to adapt the techniques of these new 
memory systems to the task of character or address reading. 


V. Standardization of envelopes, $100,000 


A general study is being conducted during fiscal 1959 into the areas of en- 
velope standardization required by automatic and semiautomatic mail proc- 
essing machines. This study will define the obvious problem characteristics 
which should be removed from letter mail, such as the unglued flap or open 
for inspection flap used with third-class letter mail. The study will also de- 
termine how envelope manufacturing methods can be accommodated to more 
practical envelope design. 

This program will be a continuation of the 1959 program and a more detailed 
analysis into critical envelope characteristics from a mechanized mail handling 
standpoint. Pilot production models, and in some cases production models, 
of our postal machines will be subjected to controlled tests for 17 critical en- 
velope characteristics. From the data provided by these tests and resulting 
standards for envelope characteristics, we will be able to better accommodate 
letter handling machines to envelopes. 


VI. Parcel post handling systems 

A. Voice coding $225,000.—Present mechanical parcel post sorting systems re- 
quire the use of a coding operator who manipulates a one-hand keyboard. It 
is thus difficult for the operator to orient the parcel so that the address may be 
read, and additional personnel are assigned to prearranging parcels. A system 
that would enable this operator to use both hands would improve the parcel 
sorting and coding process. Such a method may be possible by using voice cod- 
ing techniques wherein an operator can index the sorting destination by voice 
sounds. This program would permit investigation of the possibilities of this 
technique and produce laboratory equipment for evaluation. 

B. Standardized. parcel containers and labels for automatic facing and feed- 
ing, $125,000.—A key task in parcel sorting is orientation of the package for 
reading in order to provide a uniform flow of parcels from storage. The use of 
a specialized type of address label by commercial mailers can facilitate the 

: orientation of parcels. It is possible to develop parcel facing machines similar 
to letter facing machines. A substantial amount of industry-post office co- 
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ordination must be established, standards must be developed for labels, address 
sizes and location on parcels, and suitable sensing materials selected. This pro- 
gram would provide a survey of the problems involved and develop a program 
for further implementation. 

VII. Automatic letter packaging, $100,000 

The Mail-Flo system is being installed widely in many offices and terminals. 
Sorting machines are now in an advanced stage of development. The sorted 
letters from both these systems must be bundled for dispatch. The present 
tying method is only partially mechanized which acts to retard the flow process 
and contributes to delayed dispatches. 

Fundamental design work to develop a letter packaging machine will be com- 
pleted during the current fiscal year. Banding materials are being tested and 
laboratory model of the device will be constructed. The machine will Operate 
on a heat-sealing plastic tape principle, and will demonsirate the capacity to per- 
form in 8 seconds an operation which presently requires 10 to 12 seconds. The 
cost of banding materials may be comparable to twine. The present lint prob- 
lem will be substantially reduced, and the need for temporary storage in trays 
during peak volume periods will be eliminated. The man-hours presently used 
for bundle tying can be applied to more productive work. 

Difficult engineering problems yet to be solved are to develop a method where- 
by sorted letters in the Mail-Flo system will feed automatically to the packaging 
machine to be collected, edged, label printed, and ejected for dispatch. Experi- 
mental sorting machines will be equipped with automatic stackers to accumulate 
mail sorted to large volume destinations. Sorting operations can be greatly im- 
proved if automatic tying can be coupled with these high-output separations. 
Banding material ideal for our purposes has not been found. Plastics exhibit 
promising qualities which warrant close collaboration with the industry. We 
must, however, continue to study the adaptability of other materials. This pro- 
gram also will provide laboratory and field test models. 


VIII. Equipment for money order center, Kansas City, $250,000 


This project covers the study of supplemental equipment to further stream- 
line and modernize the postal money order work at the Kansas City Center. 
This will include research and development for automatic detection of fraudu- 
lent documents, facilitating document location by new information retrieval 
methods, reduction of search time for duplicate money orders. 

IX. Equipment for processing flat mails, rolls, and chunks, $416,000 

In recent years the volume of flat mail, rolls, chunks, and other similar mail 
has increased substantially. The amount of manpower and space devoted 
to this type of mail processing has increased accordingly. Up until this time 
almost no research and development work has been done to improve the present 
expensive methods of sorting this type of mail. Arrangements have been made 
for a first phase research and development activity which will provide the guide- 
lines for development of prototype equipment. In the fiscal year 1960 the next 
phase, which will include the development of hardware and the installation of 
pilot models for field testing, will be undertaken. 


X. Photochromic methods for certified and registered services, $100,000 

It is planned to develop a device whereby patrons can deposit sufficient coin 
or paper money, insert a letter which will be marked as registered or certified 
and receive a receipt. Such a machine would be installed in post office lobbies 
or screenline and would enable patrons to register or certify their letters at any 
hour entirely unattended by window clerks. Expanded patron services and 
reduced clerical effort would result from these devices. Equipment involved 
would include photographic recording units, coin and paper money verifying 
devices, electronic credit registers, automatic change makers, and photosensitive 
patron receipts. 


XI. Contract engineering services $460,000 


Our program contemplates performing surveys of postal geographic areas to 
determine more economical and expeditious distribution methods. These studies 
will be conducted in various parts of the country on an intermittent basis. Such 
projects are in excess of the normal research and engineering workload and 
cannot be performed by the present staff of the Department without neglecting 
work of major importance. For this reason, contracts will be let to private 
firms during fiscal 1960 to perform such special project activities. 
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Mr. Gary. For the benefit of the record, I will again point out what 
we considered the total appropriation for administration and regional 
operation and research earlier in the hearings. 

At that point the table was. inserted showing the request for the 
entire program. The insert which has just been placed in the record 
is a portion of the total which has heretofore been considered, but 
shows specifically that portion which deals with research and 
engineering. 

Mr. Puummer. Thank you, sir. 

In our regular appropriation, the significant aspect of our de- 
velopment work, as of now, is in the development of veep 
machines. In the justification we have set forth our thinking anc 
need for additional development in that direction. 

In addition to the letter-sorting machinery itself, we need to go on 
to more new mechanical developments such as phosphorescent code 
printing and reading equipment to be attached to the sorting ma- 
chines, operator training equipment which will be necessary for train- 
ing the postal people in the use of the advanced new machines that 
will become available, further work in the cost reduction and mail 
expediting operations, and continued development and improvement 
of automatic culling, facing, and canceling equipment. 


LETTER-SORTING MACHINE 


Mr. Gary. The committee recently visited postal facilities in 
Detroit where we saw the design and the working model of the new 
letter-sorting machine which is — developed by the Burroughs 


Machine Co. I believe they estimate 
in operation by June 1, did they not? 

Mr. Piummer. That is the approximate time; yes, sir. 

Mr. Gary. What do you think of the prospects for that ? 

Mr. Piummer. We have been very carefully watching develop- 
ment and activity of the Burroughs Co. in the letter-sorting machine 
work. So far they have maintained the schedule that they set forth 
and we feel that they will end up with their contract on schedule. 

Mr. Gary. I hope you are right. I do not intend to be critical but 
personally I am a little skeptical about their completing the project 
on schedule or even close to schedule. It looks to me like they have 
a lot of work to do to perfect the machine. 

Mr. PrumMer. I am sure they do, Mr. Chairman, but we are pres- 
ently making arrangements to set the equipment up in Detroit for 
operational tests and we will have the facilities ready for the machine 
to be installed at the time they have given us as their completion 
date and we fully anticipate they will meet it. 

Mr. Gary. What was the contract price for that machine? 

Mr. Prummer. It was approximately $1 million, total contract, to 
include the delivery of 10 such machines. The first 6 of those ma- 
chines were experimental in nature and the remaining 4 of the 10 
were to be of a production line nature. 

In other words, improvement would be made as the first six 
machines would be built and each of the succeeding machines after 
the first one would show improved design characteristics. 

If I may correct the record, sir, the exact price was $1,189,098. 


they would have the machine 
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Mr. Sessions. That figure, Mr. Chairman, compares favorably with 
the a1 we have been paying for foreign machines. These Ameri- 
can-built machines will cost less than the foreign machines we have 
been buying. If the machines prove satisfactory, the price should 
be even considerably lower on future orders. 

Mr. Gary. You have a sorting machine at the present time at Silver 
Spring and one in the Washington post office, do you not? 

Mr. Piummer. Yes, sir; the Silver Spring machine was made in 
cca and the machine in the Washington post office was made in 

elgium. 

r. Gary. This committee has also seen the machine in the Wash- 
ington = office. Our committee has been interested in the develop- 
ment of modern methods for a long time because about the only way 
that you can reduce expenses or economize in the Post Office Depart- 
ment is to devise more modern and efficient methods of handling the 
mail than we have now. The committee has always been very insist- 
ent on the use of modern equipment and methods and has cooperated 
with the Department in providing the necessary funds to carry out 
such a program. 

I am delighted to see that you are now beginning to get some 
tangible results. 

Some years ago the committee viewed the Sestak machine which 
was designed by one of the men in the Chicago post office. Like all 
beginnings, it was somewhat crude. We are glad to see that progress 
is being made in this field. 

Mr. Canfield, do you have any questions? 


STANDARDIZATION OF ENVELOPES 


Mr. Canrietp. No. I would like to make an observation, Mr. Chair- 
man. I think that before the Department can make what you might 
call rapid progress in this direction, the Department will have to 
have cooperation from the postal patrons of the country. I happen 
to be one who thinks the day is not far off when some real decision 
will have to be made respecting the size of envelopes and perhaps a 
contribution by the patrons and the public in placing on envelopes 
code letters which will be helpful in speeding mail through these 
new electronic reading machines. 

That is just an observation, Mr. Chairman. 

Mr. Sessions. Mr. Canfield, the Department agrees wholly with 
you and with your observation. We would like to point out that a 
very careful study of standardization of envelope sizes has been made 
within the past year. The Department has arrived at a tentative 
group of mail standards based upon the study and plans, prior to 
March 15 of this year, to advise the Congress of its preliminary find- 
ings and recommendations. 


USE OF CODES OR OTHER SYMBOLS ON ENVELOPES 


Mr. Canrtevp. Are studies also being made, Mr. Sessions, respecting 
possible contributions by the patron public in placing on envelopes 
a code or other symbols which can be read by electronic machines and 
result in the expedition of mail? 
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Mr. PiumMMeEr. We feel at. the moment, from an engineering stand- 
point, that it is inadvisable to ask the patrons to do this for the Post 
Office. We feel the machinery being considered for development at 
the present time will do it cheaper and more accurately than the 
millions of the patrons of the Post Office Department could, and be 
more adaptable to operations. We feel by using standards developed 
and used by the Post Office, that economies in sorting can be effected 
just as readily as though the patron were to do it for us. We feel 
that by having Post Office control over it in its entirety we can do a 
much more efficient job in that direction. 

Mr. Sesstons. Off the record. 

Mr. Sessions. Mr. Canfield, what Mr. Plummer has said about the 
program for the immediate future is correct. I have looked ahead 
into our needs, and how we are going to satisfy them. I personally 
believe, and I also believe many of our engineers feel, that we will 
have to obtain the cooperation from the public in the manner you have 
described, and we are laying plans to do so. As a matter of fact, we 
are watching quite closely the experiment in England where the 
British Post Office has conducted a poll in one city to find out if the 
people in that city would be willing to do the very thing you are talk- 
ing about. At the moment they are analyzing the results of that poll 
and when the results are available we shall be very happy to forward 
them to you. 

Mr. Canrievp. That is all, Mr. Chairman. 


LETTER AND PARCEL POST SORTING MACHINES 


Mr. Srurp. Mr. Plummer, I noticed in the paper where you had had 
a little difficulty with your parcel post sorting machine. How does 
the automation of handling parcel post in your research on that com- 
pare with the progress you have made in mail sorting ? 

Mr. Prummer. I would say that we started the letter-mail sortin 
work earlier in the mechanization of the post offices, and the parce 
post development most recently, and it has not yet reached the level 
of letter sorting. We do have parcel post sorting machines of an 
experimental nature installed in the Washington post office; and we 
are going ahead rather rapidly in that direction. We have several 
contracts in the parcel development area in progress now. 

Mr. Sreep. Are you in a position to make an estimate or a guess 
as to how far away you are in these two fields from having the 
problem licked ? 

Mr. Puumer. That is a difficult question. 

Mr. Sesstons. Off the record. 

(Discussion off the record.) 

Mr. Streep. Do you feel you are anywhere near licking that problem 
at this time ? 

Mr. Sesstons. Off the record. 

(Discussion off the record. ) 

If I may answer, Mr. Congressman, we feel that we have made 
substantial progress within the past year on a solution of both of 
these problems. We have equipment already installed which does a 
creditable job of sorting both parcel post and letters. We feel that 
the solution to sorting parcel post is basically a simpler one than 
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sorting letters, but we are putting more time, more money, and more 
engineering ingenuity into the problem of sorting letters. We hope 
that both problems will be solved within a reasonable period of time. 

Mr. Steep. In terms of manpower potential savings, by the develop- 
ment of these machines you stand to gain a lot more in the letter 
handling than you do in parcel post; is that right? 

Mr. Sessions. Not entirely, Mr. Steed, because of the fact that 
although the greatest number of pieces of mail is in letters, by far 
and away our greatest weight is in parcels and it is weight that 
requires much of the effort in our post offices. By being able to 
handle parcels mechanically we will provide a larger savings than 
we could achieve by handling letters mechanically. 

Mr. Streep. Have you gone far enough to have any idea about the 
number of times a piece of mail is handled from the time it is mailed 
until it is delivered on an average? 

Mr. Ptummer. The average is in the neighborhood of seven times. 

Mr. Sreep. That is by hand? 

Mr. Prummer. By hand; yes. 

Mr. Steep. And how much will you reduce that with machines? 

Mr. Prummer. Well, we would like to at least cut it 50 percent, Mr. 
Steed. We are on the threshold of development in that direction now. 
We have developed letter sorting and parcel post sorting machines, 
and we need to develop mechanical handling equipment to tie the 
culling machine to the facing and canceling machine, the facing and 
canceling machine to the letter sorter, with an automatic tie-out be- 
yond the letter sorter prior to pouching for delivery. 

Mr. Steep. Then, part of your research is geared to the fact you 
have licked one movement, and then you can add to that. 

It is an evolutionary sort of development ? 

Mr. Prummer. That is exactly right, sir. We feel we are on the 
threshhold of the completely automated post office in that we have 
now developed facing and canceling machines, and we have in the 
development stage and nearing the production stage culling machines 
and, of course, we have the letter sorter in production. We visualize 
a completely automatic post office, and we are endeavoring now to 
develop the automatic handling equipment to integrate the component 
machines into a completely automatic system. 

Mr. Srerp. That is all. 


NEW POST OFFICE IN PROVIDENCE 


Mr. Prtti0n. Is the new post office to be constructed in Providence, 
R.I., completely automatic? 

Mr. Prummer. Yes, sir; it will be. When we say “completely auto- 
matic” it will have a very minimum of manual handling. 

Mr. Prtxion. And, how does this program for the improvement 
and construction of new equipment mesh in with the work that they 
are doing under contract for an automatic installation at Providence? 
What is the relationship between this $5.5 million and the operation 
which they are about to install? 

Mr. Prummer. The Providence post office will be “laboratory” in 
nature, and will provide us with the engineering data and economic 
studies that will aid in the further development of our own work in 
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the post offices and in the Department. We will have machines on 
which to conduct experiments, and we will have a working post office 
wherein experimental machines can be installed once they are proven. 
It will be of great benefit in the engineering and development of the 
post office itself, in the future. 


PATENT RIGHTS UNDER R AND D CONTRACTS 


Mr. Pituion. You have an item on the first page, page 125 under 
item A, entitled “Positive control of horizontal type sorting machines, 
$225,000:” will that money go into improving the machine to be 
placed at Providence? 

Mr. Pirumer. No, sir; that money will be used to develop a new 
concept of a letter sorting machine wherein the letters will flow on 
their long axis and be stacked in stackers rather than in the vertical 
drawer pockets, as we have in our present letter sorters. 

Mr. Pitxton. And this is beyond what is now provided for at the 
Providence post office ? 

Mr. Pirummer. As far as we know. 

Mr. Sessions. May I add a word to that, Mr. Pillion ? 

Mr. Parton. Surely. 

Mr. Sessions. We are providing no capital funds to build or equip 
the Providence post office. All of the capital is being supplied by 
the International Telephone & Telegraph Corp. They are also sup- 
plying the engineering talent to design or choose the types of equip- 
ment that are going to be used, and they are supplying continuing 
engineering and research to improve the types of equipment during 
the term of the lease. 

We are only leasing this building and equipment from I.T. & T. 
This is our method of enlisting industry support, and industry’s tre- 
mendous research and engineering know-how in solving our problems. 

Mr. Pittion. But the same company has access to all the engineer- 
ing and development ? 

Mr. Sesstons. Yes, sir. 

Mr. Pituion. That is, all the engineering and development that is 
coming into being by reason of these appropriations # 

Mr. Sessions. By all means, sir. And as a matter of fact, Mr. 
Pillion, what we plan to do under our very flexible lease with LT. & T. 
is, if we find that some of our other equipment is better than the equip- 
ment developed by I.T. & T., then I.T. & T. would have to install our 
equipment and remove their equipment. 

Mr. Pitiion. What I am trying to point out is that development, 
engineering, and production of certain types of machinery are being 
paid for out of taxpayers’ funds, while other machines are being 
developed by private capital. When private capital develops a ma- 
chine, it should be paid for either by lease or by royalties or whatever 
arrangement is necessary and proper. I do not like to see millions of 
dollars of research paid for by Government if industry will receive the 
payments for it, but at the same time if they develop something out of 
private capital, of course, we cannot expect them to develop it and give 
it to the country as a gift. 
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Where do we draw the line of distinction and how do we work that 
out so we do not run into a situation where we are expecting some- 
thing for nothing, nor where we give away something that belongs 
to the taxpayers that has been introduced and researched and engi- 
neered at the expense of the taxpayers ? 

Mr. Sessions. Because this is rather involved, Mr. Chairman, I 
will 

Mr. Pixuion. It is very involved, and I just wondered how you 
would untangle the shadowy situations that I see developing. 

Mr. Sesstons. I shall only state here that this has been watched 
very carefully, and with your permission I shall submit a statement 
for the record explaining how we handle the ro-;alty and patent situ- 
ation in such cases. 

Would that be satisfactory ? 

Mr. Pittion. That would be very satisfactory, and I wish you 
would also show for the record how the taxpayer is protected, and 
how private capital is protected in its investment. 

Mr. Sessrons. I will see to it that such information is included in 
the statement. 

(The following information was supplied for the record :) 


Patent RicHts UNDER Post OFFICE DEPARTMENT RESEARCH AND DEVELOPMENT 
CONTRACTS 


The Post Office Department uses the patent rights clause developed by the 
armed services and used extensively throughout the Government. One small 
alteration is made in this clause by the Department as explained below. 

The patent rights clause allows a contractor to patent throughout the world 
any invention made in performing the contract. The contractor is required in 
such a case to grant to the Government an irrevocable, royalty-free but non- 
transferable license to practice the invention and cause it to be practiced for 
the United States throughout the world. However, the contractor retains the 
complete right to commercial exploitation throughout the world. 

In the event that the contractor does not file a U.S. patent application, the 
Government is entitled to obtain patents throughout the world, and the contractor 
retains only so-called shop rights which allow the use of the invention on a 
royalty-free license basis by the contractor's organization. Otherwise, the Gov- 
ernment has the full right for commercial exploitation as well as Government 
use. 

The Post Office Department’s modification of the patent rights clause pro- 
vides that when the contractor obtains a patent on an invention made in the 
performance of the contract, the Post Office Department may grant sublicenses 
to foreign governments for use in their own mail handling activities. 


Mr. Pitui0on. Thank you. 


CONTRACTS LET AND RESULTS 


Mr. Arexanver. Mr. Plummer, I understand that in the modern- 
ization and mechanization of the post office that the Post Office De- 
partment has given to certain companies throughout the country, that 
were in your opinion best qualified to do the research and develop- 
ment on a certain type of equipment for your particular use in the 
Post Office Department, certain contracts. 

Now, would you summarize for the record all of the contracts, say, 
for the last 5 years, and give us the name of the companies, the amount 
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of the contracts, and whether or not that particular aid eaten was 
successful ? 

Mr. Sessions. We can do that. 

Mr. Atexanver. With reference to these contracts you have given 
a number of those to different companies on which to work? 

Mr. Sessions. That is correct. 

Mr. Gary. You would want the name of the person or firm with 
whom they are contracting, the nature of the contract, and the amount 
of the contract ? 

Mr. Avexanper. Yes, sir; and the results. 

Mr. Sesstons. We shall do our best to furnish a statement along 
that line for the record. 

Off the record. 

(Discussion off the record.) 

Mr. Gary. If you will furnish the information which has been re- 
quested by Mr. Alexander for the period since the beginning of your 
Office of Research and Engineering, that will be satisfactory. 

Mr. Szsstons. We oxiltbe happy to furnish that, Mr. Alexander. 


(The following information was supplied for the "record : ) 
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LEVEL OF APPROPRIATION IN MECHANIZATION PROGRAM 


Mr. Atexanper. I notice in the request for appropriations that we 
have made a lot of advancements in mechanization, and I have seen 
from visiting the modern post offices some of the good work that is 
being done in modernizing and mechanizing the post offices, but up 
until this point it seems to me that your requests for funds have 
stayed at a high level. 

At what point do you think in this mechanization of the Post Office 
Department such mechanization will begin to show in terms of smaller 
requests for appropriations? 

Mr. Sessions. Mr. Alexander, I feel that we are faced with two 
things to consider in reviewing your question : 

The first is whether or not the present funds are adequate to do 
the total job that is required to modernize our post offices.—Our sec- 
ond problem is what funds we need to maintain our efficiency after we 
get up to date. I assume this is what you had in mind, Mr. 
Alexander? 

Mr. ALExaAnpeER. I want to find out as best I can when we are going 
to be stabilized. I realize that always we are going to try to improve 
the equipment which we have, but it is going to take some time before 
we are completely modernized in the sense that you are trying to 
carry out today. 

Mr. Canrtevp. Off the record. 

(Discussion off the record.) 

Mr. Atexanper. Under the present tempo when do you expect to 
be caught up, and then how much do you think each year it will take 
to continue to modernize or keep up to date? 

Mr. Sesstons. I would say this sir: that in this 1960 request we have 
what I consider an adequate amount for research and engineering to 
get our program well started. It is a little difficult to answer exactly 
how many years it will take us to get up to date. We are so far be- 
hind modern industrial practices in our postal system that the best 
answer I could give you would be that I cannot foresee any diminu- 
tion of requests for funds within 10 years. 

Mr. ALEexaNper. At that point, where do you think your main 
savings will be? 

Will such savings be in manpower? 

Mr. Sesstons. I think our savings will consist of a number of things 
such as a lessened amount of floor space required for post offices 
by reason of being able to handle larger volumes in smaller spaces 
through mechanization ; also savings through increased productivity ; 
and savings acquired through lessened costs in a number of different 
places, Mr. Congressman. 

Mr. Gary. Will the gentleman yield? 

Mr. ALExANper. Certainly. 


TOTAL FUNDS REQUESTED FOR RESEARCH AND ENGINEERING 


Mr. Gary. At that point I would like the record to show the total 
cost of the research and engineering program when all of its parts 
are added together. 
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For example, you have some funds in executive and administrative 
direction, headquarters engineering, do you not? 

Mr. PiumMer. Yes. 

Mr. Gary. And, then, you also have some in “Regional operations, 
field engineering staff”? 

Mr. PLumer. Yes, sir. 

Mr. Gary. And, then, you have some in n “Contract research”? 

Mr. PLUMMER. Yes, sir. 

Mr. Gary. And you have some in “Postal modernization”? 

Mr. Piumnerr. Yes, sir. 

Mr. Gary. Now, would you give us at this point in the record a 
table showing the amount of money that you receive from each of 
those appropriations for “Research and engineering,” and the number 
of people employed out of each fund? I would like to have complete 
information on all the parts of the research and engineering program. 

Mr. Sesstons. We shall be very glad to do so, Mr. Chairman. 

(The information referred to follows :) 


Research and engineering funds, fiscal year 1960! 





Positions Total obli- 
gations 





“Administration, regional aperetione an‘ research”’ appropriation: 
Headquarters personne} -- ----- 2 $1, 093, 000 
Regional office personnel 21,186, 781 
Contract research, development and engineering Eee 5, 500, 000 





7, 779, 781 





Headquarters personne! 2 193, 679 
Regional office personnel bated wt 2 368, 995 
Contract research, dev: elopment and engineering - 9, 740, 000 





10, 302, 674 
18, 082, 455 














1 The research and engineering program includes not only research and development but also industrial 
engineering and construction engineering work. Most of the research and development work is done by 
contract with private firms and Government agencies. The engineering staff is located both at headquarters 
and in the 15 regional offices. A summary of the activities follows: 

Develops, designs, and tests postal equipment and materials and prepares specifications for their use. 

— methods programs for postal operations and recommends improved operating systems and 
procedures. 

Develops production measurement standards and manpower utilization systems and coordinates their 
administration. 

Recommends sites and develops functional design, operational layouts, and space utilization schemes 
for new facilities. 

Formulates and provides architectural and engineering policies and services for the planning and con- 
struction of all facilities, including site utilization, structures and process machinery. 

Develops functional designs, operational layouts, and space utilization schemes for major repairs, 
alterations, or extensions to Government-owned buildings occupied by the Post Office Department. 

Formulates and provides architectural and engineering policies and services for the modification, 
modernization, and mechanization of existing facilities. 

2 Includes salaries, travel, and related costs. 


PATENT RIGHTS UNDER R. & D. CONTRACTS 


Mr. Atexanper. Now, take a specific contract with IBM, or any 
company, as far as that is concerned, for the experimentation and the 
perfection of letter-sorting machines, for example. After they have 
completed that machine, would that es be allowed to sell that 


machine to foreign countries for a profit, or would it become the 


property of the Post Office Department ? 
37175—59—21 
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Mr. Sessions. Mr, Congressman, we are providing a statement of 
our policy with respect to this for the record, and I believe that this 
statement will also answer your present question. However, if it 
does not, we will be very happy to supply whatever additional infor- 
mation you may need. 

Off the record. 

(Discussion off the record.) 

_ Mr. Atexanper. I realize that to perfect the first machine costs a 
great deal more money than the reproduction of the machines. Is it 
the policy of the Post Office Department to put its machines on the 
open market for competitive bids once they have been perfected in 
order that you would realize the maximum benefits from the experi- 
mentation ? 

Mr. Sessions. Such will be the policy. 


SORTING MACHINES 


Mr. Pixon. I believe we saw a Bell sorting machine in the Wash- 
— post office. 

r. PLummer. Yes, sir. 

Mr. Pituion. And there is another sorting machine in the Silver 
Spring post office ? 

Mr. PiumMer. Yes. 

Mr. Piiuion. And there is a third in the Burroughs Co. ? 

Mr. Piummer. Yes. 

Mr. Pitt10on. How many sorting machines are there in the process 
of research and development or manufacture? 

Mr. Piummer. There are two others that have the same basic con- 
cepts as the machine you saw at Burroughs. Two other companies 
have the same contract to produce a machine using the same basic 
principles of design. 

Mr. Pritu10Nn. In other words, there are five machines under consid- 
eration just for sorting, by the post office. Is that correct ? 

Mr. PtumMeEnr. Yes, sir. 

Mr. Pitu10on. When do you think that you will be able to agree upon 
a standardized machine with most of the elements of automation that 
will satisfy your requirements without overdoing it to the point where 
you are spending more money than the labor that you save? When 
will you reach a reasonable, practical, businesslike conclusion that 
you have a machine that pretty well takes care of 95 percent of the 
possible labor savings and your research and engineering efforts have 
produced a tangible result ? 

When do you reach that point and say, “This is a machine that is 
practical. Any further development along these lines may give us 
some small saving but we are ready now to install this particular ma- 
chine throughout the country.” When do you arrive at that point, 
just for the sorting machine? 

Mr. Sessions. That is a pretty difficult answer, Mr. Pillion, 

Mr. Pitiion. But that is the business answer you have to arrive at 
some place in this program of research and modernization. 

Mr. Sesstons. That is correct, sir. And we are constantly looking 
toward getting in that position. But as of the moment, I should point 
out that the Bell and the Transorma machines are foreign machines 
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vn which we are not considering spending any more money. The 
American machines, which we are pushing, because we feel that we 
should buy American products wherever possible, are mostly machines 
of which we are just getting prototype models, 

T should point out that the | op machines were designed 20 and 25 
years ago, and they are production models. But our American ma- 
chines are not perfected. We feel that the American sorting machine 
designed by Rabinow Engineering Co., of which the first production 
models are now being made by the Burroughs Corp. and by Pitney- 
Bowes, are the furthest advanced of anything available to us. 

But I would like to point out that after these machines are installed 
in our post offices and operated for 6 months or a year on live mail 
we may find that they still require a great deal more experimentation. 
It is impossible to know at this time how soon that they will be ready 
to be placed in large-scale production. 

I would say that we anticipate a trial period of 3 to 5 years. 

Mr. Gary. Will the gentleman yield? 

Mr. Pinion. Yes. 

Mr. Gary. You now have three projects for American-made | 
machines by different companies; are those different machines being 
designed for different purposes, different size post offices? Or are 
you simply trying to use the know-how of those companies to perfect 
the best machines? What is the purpose of having three projects? 

Mr. Sessions. Actually, Mr. Chairman, we aie tae the two proj- 
ects on the Rabinow machine, one by Burroughs Corp. and one by 
Pitney-Bowes. The Burroughs Corp. contract calls for a machine to 
be built basically the same as the final engineering design of the 
Rabinow Co. The Pitney-Bowes contract calls for one small test 
machine and one 300-box machine to be built incorporating a great 
deal of Pitney-Bowes own engineering and research ideas, thus modi- 
fying the Rabinow concept. 

So we feel that by giving two contracts in this manner we get a com- 
parative test of the Rabinow machine. 

Mr. Gary. Mr. Plummer, how many projects do you have for the 
development of sorting machines at the present time ? 

Mr. Puummer. We have three. One with Rabinow Engineering; 
Mr. Rabinow was the original inventor of the machine that is in pro- 
duction in the Burroughs plant. We have the contract with Bur- 
roughs to produce what we call the first 10 production models of this 
machine concept. Then we have a third contract with Pitney-Bowes 
for engineering and further development of the Rabinow machine. 

Mr. Gary. Pitney-Bowes is also working on the Rabinow machine 
to develop it further from a production standpoint ? 

Mr. PtumMMer. From an engineering model into production hard- 
ware, 

Mr. Gary. Do you have any other projects in the offing? 

Mr. Piummer. We do have. In our request for funds we have 
asked for money to develop a new kind of machine, which we call a 
positive control horizontal type sorting machine. The second one, 
based on a design idea developed by personnel in the Bureau of Stand- 
ards for a slightly different concept of sorting machine, wherein the 
mail will be automatically discharged from the machine into the 
tying operation. 
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There are three different kinds of letter sorting: one which you 
might liken to the primary sort, which is a high volume small num- 
ber of sorts; secondly a secondary sort, which is a lessened volume 
sortation subsequent to the primary sortation; and a third, a sort 
for the carrier in the order of his normal walk. 

We feel that it is entirely possible that it will require three different 
kinds of machinery to do the three different kinds of sorting that 
we. find at the post office. We would like to develop machinery to 
handle those aspects of sorting for us. 

Mr. Prtuti0on. The Rabinow, Burroughs, and Pitney-Bowes con- 
tracts represent the three processes you have in mind that you are 
talking about at present ? 

Mr. Piummer. Yes, sir. 

Mr. Prion. The Rabinow contract is not for production but for 
research and engineering. Is that right? 

Mr. Piummer. Mr. Rabinow will produce for us a 500-pocket 
machine as a result of his laboratory work. 

Mr. Prtuion. And Burroughs has a production contract? 

Mr. PLum™er. Yes, sir. ' 

Mr. Pruton. The Pitney-Bowes contract is for production? 

Mr. Piumenr. It is production to the extent that they will produce 
two machines, one'35-pocket machine and one 300-pocket machine. 

Mr. Priuion. The basic electronic theory of the Rabinow machine 
is now in question in your minds because you are thinking of studying 
the positive control horizontal sorting method also. Does this func- 
tion in the same way as the machine that Burroughs, Pitney-Bowes, 
and Rabinow are producing? 

Mr. PrumMer. Not necessarily. 

In letter sorting, as is done by the Rabinow machine, we sort to 
post offices and districts within a city. The other machinery will be 
designed to sort for the carrier, so that the letters will be arranged 
in carrier order sequence, such as street numbers on a particular street. 

We feel that it will require a different technique in letter sorting 
than the distribution sorting of the other machinery. 

Mr. Prixion. Then this is for a different purpose? 

Mr. Ptummer. We think so, yes. 

Mr. Sesstons. Actually, Mr. Congressman, the two different ma- 
chines might be used in the same post office. 

Mr. Piri10n. But the purpose is different; ane is to sort for destina- 
tion, the other is for the carrier. 

Mr. Sessions. Correct. 


MEMORY CONTROL MACHINE 


Mr. Pixiion. Now, let us discuss the memory control machine. 
What are its'functions? 

Mr. PrumMer. We use memory devices in all our electronically con- 
trolled machines so that the human intelligence that is imparted to 
the machine is stored and used as the mail flow through the machinery 
demands. 

We have many kinds of memories, magnetic drums, magnetic disks, 
optical memories, and so on. We need to develop a series of the best 
kinds of memory devices to install and apply with the different kinds 
of machinery in mail processing. 
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Mr. Prion. That of course is an engineering explanation. But 
to be specific about the immediate use of it; what purpose will it serve? 
Will it substitute for the sorting performed by the mail carrier, or 
substitute for the sorting that is done by the Pitney-Bowes or Bur- 
roughs outfit? What practical value will the memory machine serve? 
Will it take the place of either of the others ? 

Mr. PLummer. The memory is an integral part of any one of these 
electronic machines. It is merely the control function of the machine 
itself and is not a unit in itself. It is merely the control aspect of any 
one of the machine operations. 

Mr. Piui0Nn. Then this project is one of further research on the 
basic electronic functioning of these machines. 

Mr. Prummer. Right. 


AUTOMATIC SORTER 


Mr. Piruion. What does the automatic sorter do? What is that? 

Mr. Prummer. That is automatic sweeping and feeding of letter 
mail. 

The present letter sorting machine drops the letters into boxes in 
the output side of the machine. They have to be removed from those 
boxes manually and tied into bundles for distribution. We intend 
now to develop machinery that will replace the human hands in taking 
the product of the machine into further processing or into the delivery 
operation. 

PM. Pittion. And these two items have automatic reading and 
phosphorescent cold print reading equipment; is that also part of the 
electronics for the sorting machines ? 

Mr. Piummer. It is. Actually, it is advanced thinking in the let- 
ter sorting and distribution problem. 

We envision that we will take letters as they come from the facing 
and canceling machine, imprint on the letter a code in phosphorescent, 
magnetic, or some other material. The code will be imprinted on the 
letter and then machine-read in sorting. Letters can be sorted pri- 
marily “in the receiving station as outgoing mail and then again be 
automatically machine-sorted at the distribution station anywhere in 
the United States, from the same code imprint, and thus reduce the 
number of handlings. 


DEVELOPMENT OF MEMORY MACHINES 


Mr. Pittion. When do you think you will have sufficient engineer- 
ing data to come to a decision as to the different types of memory 
functions that you are now doing research on ? 

Mr. Sessions. Maybe a further word of cxplanation on these 
memory systems might be interesting, Mr. Congressman. 

Basically, these memory systems only provide a substitute for an 
operator’s memory. 

For instance, the parcel post machine you saw in the Washington 
post office has a memory device of big drums consisting basically of 
large wheels. On the outside edge of these big drums or wheels there 
are little clips which attach at different places around the wheel. 
Now, what happens is that when the operator punches keys when the 
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parcel comes past him, that key then actuates an impulse which is 
interrupted by the little clips on the drum. These clips then cause 
the conveyor platform to be tilted so that the parcel will be diverted 
down the proper chute. 

So these memory devices in effect are only to help the memory of the 
people operating the systems. 

Is that correct, Mr. Plummer? 


Mr. Piummer. That is right. 

Mr. Sessions. There are a number of different kinds of memory 
systems, Mr. Pillion, and they vary from crude machines to the very 
complicated complex and electronic machines which are used in large 
data processing equipment. ‘ 

Mr. Pixtton. I have no further questions. I have been trying to 
pin down the same thing Mr. Alexander has been trying to get at. 


CURRENT INCREASES IN PRIOR YEAR CONTRACTS 


Mr. Gary. Mr. Plummer, in your request for new language you 
refer to “Current increases in prior year contracts.” What is the esti- 
mated amount of current increases in prior year contracts under the 
research and development pogram ? 

Mr. Gittetre. Mr. Chairman, we do not have the figures with us 
today to answer your question, but we would be glad to supply them 
for the record. 

Mr. Gary. I would appreciate it if you will. 

(Information referred to follows :) 


Funps FOR MODIFICATION OF PriIorR-YEAR CONTRACTS 


No amounts have been included in the fiscal 1960 estimates for modification 
of prior-year research contracts, as such. It is impossible to foretell what, if 
any, contracts may require supplemental funds for successful completion of the 
related projects. Generally, the estimates are good and it is only in the occas- 
sional instance where supplemental funds are required that cannot be properly 
related to a new project. To the extent unobligated balances are available, it is 
planned to use them as in the past. For example, in fiscal 1958 approximately 
$100,000 of the unused balance of the 1957 appropriation for “Administration” 
was used for this purpose. Some $50,000 of this appropriation still remains but 
it is never desirable to use all of the funds since delayed charges may later come 
through as the result of field audits, or for other reasons, and overobligation of 
an appropriation must obviously be avoided. For fiscal 1958 there remains some 
$175,000 in unused obligational authority in the administrative appropriation. 
The amount of this might not be sufficient to cover both delayed charges and the 
future need for additional obligational authority on contracts initiated in that 
year. 

The language permitting the charging of current increase in prior-year con- 
tracts to the current appropriation is a protective device primarily to avoid the 
possibility of being unable to pursue to successful completion some project started 
in a prior year for which additional funds may no longer be available in that 
year’s appropriation. Under the present law the appropriation that must be 
charged is the one of the year in which the contract was executed. If the au- 
thority were exercised, there would simply be a shifting of funds between 
projects within the research program to make needed funds available for the 
prior year contract. In this type of activity it is never possible to predetermine 
with exactness just how much will be spent for each particular project envi- 
sioned when the budget was prepared. 

The authority requested by this language is similar to that already existing 
in this appropriation for settlement of claims for prior fiscal years out of the 
current appropriation. It is also similar to the authority contained in the 
“Transportation” appropriation for the charging of prior fiscal year settlements 
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with foreign countries to the current appropriation. The granting of similar 
authority for modification of research contracts would facilitate the conduct of 
the research program. 


UNUSED PORTION OF PRIOR-YEAR APPROPRIATION 


Mr. Gary. What is the 1960 estimate for repayment to the Treasury 
of the unused portion of the prior-year appropriation ? 

Mr. Gutetre. We will supply that. 

(Information referred to follows :) 


REPAYMENTS TO THE TREASURY 


The repayment to be made in fiscal 1960 to the general fund of the Treasury 
for the unused portions of prior-year appropriations was estimated in the 
amount of $7,797,152. This represents the unused balance at June 30, 1958, in 
the postal fund of the Treasury of funds drawn from the general fund of the 
Treasury against the fiscal 1957 appropriations. It is customary to settle with 
the Treasury for the annual drawdown of funds in the third year after the 
authority to obligate has expired. The amount of the unused funds withdrawn 
from the Treasury bears no necessary relationship to the unused obligational 
authority contained in the appropriation acts. Funds are withdrawn from the 
Treasury and put in the postal fund simply on the basis of the estimated deficit, 
which is the difference between the estimated amounts to be obligated and the 
estimated postal revenues. Unused funds at the end of any year returnable 
to the Treasury are simply the result of overestimating the cash deficit. 

Mr. Gary. Why could not a portion of this “unused portion” be 
used to provide for the “current increases” ? 

Mr, Gitterre. Mr. Chairman, I would like to have Mr. Noble 
answer that question. 

_ Mr. Noste. It could be, Mr. Chairman, if it is in the right pocket, 
in other words, if it is in the appropriation for “Administration, 
regional operation, and research,” it could be used for increases in 
prior year contracts originally executed under that appropriation. 
But most of such funds are generally in operations or transportation 
or similar appropriations. There is very little money ever left over 
in the administration appropriation. 

_ Transfers cannot be made between appropriations after the year 
is over, except in the case where legislation has been enacted retro- 
actively and the Bureau of the Budget will then authorize such 
transfer. But for this type of thing that cannot be done. 

Mr. Gary. Thank you, sir. 

The committee will adjourn until 2 o’clock. 


PERSONAL SERVICES 


INCREASE IN POSITIONS OVER NUMBER REQUESTED AND APPROVED BY 
COMMITTEE 


Mr. Gary. Gentlemen, in studying the estimates and the records 
that have been produced before this committee, some facts have 
arisen that are very disturbing to me. I would like to bring them to 
your attention now for such explanation as you desire to make. 

I have a table compiled from the various statistical data which 
have been presented in the budget. It is an analysis of personal 
services of the entire Post Office Department. It covers special posi- 
tions above the GS grades and those in the GS grades. 
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The table will be placed in the record at this point: 
(Table referred to follows :) 


Analysis of personal services—Post Office Department 
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Mr. Gary. If you will examine the table, the first column lists the 
special grades and the GS grades. 

The second column shows the budget request for 1959; that is, the 
requests that were made to this committee for the year 1959. 

The next column shows the actual figures for 1959 as set forth in 
your 1960 request. 

These columns show that you requested eight special positions 
above the GS grades in 1959. The figure in the column showing 
actual positions for 1959 shows nine such positions. That means 
that one special position above the GS grade has been created during 
the year 1959, and for that position no request has been made to the 
Congress. 

These positions are all in the high salary brackets. The special 
positions above the GS grades run, I think, from $19,000 to $25,000 
@ year. 

poe requested 4 grade 18 positions in 1959, and the figures sub- 
mitted for 1960 show that you now have 6. This is the highest GS 

ade. 

In the grade GS-17 there were six positions requested. You now 
have eight. 

In the grade GS-16 you requested only 17 positions and you now 
show that you have 26. 

On the face of it your estimates for 1960 indicate that you are not 
requesting any additional personnel for those grades. But the fact 
is that you are requesting additional personnel in each instance over 
and above the number that you actually requested and justified to the 
Congress in 1959. 

From these totals you will see that your increase in this class of 
positions over your original budget request for 1959 amounts to 99 
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positions, whereas your present estimates would indicate that you 
are asking for only 50 positions over 1959. 

That means you are asking for 49 positions which have never been 
submitted in a budget request and which have been added in 1959, 
without any request at all to the Congress, so far as I know. 

If you can give us any explanation of that situation, I would like 
to have it. 

Mr. Lyons. Mr. Chairman, the Congress last year, in enacting the 
Classified Pay Act, provided for additional -so-called supergrade 
positions. Those positions were-in grades GS-16, GS-17, and GS-18. 
The maximum salary is for the GS-18 position and the Congress has 
established that at $17,500 a year. 

The Post Office Department had before the Civil Service Com- 
mission for a number of years a request that existing positions be 
upgraded to these higher levels because the duties and responsibilities 
of those positions warranted a higher level. The Civil Service Com- 
mission had agreed that the positions warranted the higher level, but 
until Congress acted in enacting the classified pay bill, the Civil 
Service Commission had no spaces to allocate to the Post Office 
Department. 

For some months after the classified pay bill was enacted, the Com- 
mission studied the requests of all of the departments of Government 
since several requests from each one for high level allocations of 
existing positions had been submitted to the Commission. 

Comparatively recently, the Commission allocated the grades to 
those positions which had been submitted to them. 

Thus they are not all additional positions but mostly upgrading 
of existing positions. 

In the case of the Post Office Department they were mostly in the 
engineering and research organization where the need for high level 
technical personnel, which the Post Office had never had in prior 
years to that extent, was so acute. 

In addition to the engineering and research group, the Civil Serv- 
ice Commission allocated a position to the General Counsel’s office 
of the Department, and several of them to the Bureau of Operations, 
requests for which had been in for a long time, and one to the Bureau 
of Personnel. 

I can give you a further analysis, I am sure, Mr. Chairman, if 
I have an opportunity to study this a little while and submit a further 
statement to you, if you should so desire. 

, Mr. Gary. We will be glad to have you submit any statement you 
desire. 

Mr. Gary. The one position in the special positions above GS grades 
is, I believe, the Chief Postal Inspector. 

Mr. Lyons. Yes, sir; that was by law specifically created and 
authorized. 

Mr. Gary. You had a special statute for that, did you? 

Mr. Lyons. It was a part of the classified pay bill. 

Mr. Gary. I note here that you have three positions in GS-17 grade, 
which are shown as new positions in 1959. They are Deputy Assistant 
Postmaster General for Regional Administration, Deputy Chief 
Postal Inspector, and Deputy Director, Office of Research and 
Engineering. 
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Those are new 1959 positions, are they not ? 

Mr. Lyons. Yes. That is correct, Mr. Chairman. 

Previously, the Bureau of the Chief Postal Inspector had two dep- 
uties and I believe that was consolidated into this higher level single 
deputy after the Chief’s position had been taken out of the GS grade 
structure and placed at a special salary by the Congress. 

Mr. Gary. Now, would you please tell us about the Director of the 
Office of Research and Engineering ? 

‘Mr. Lyons. That was an existing position, sir, at a lower grade level 
and was raised to GS-18. 

Mr. Gary. And your Special Assistant to the Postmaster General ? 

Mr. Lyons. I believe, sir, there are two of those. One is a GS-18 
and one is a GS-17. 

Mr. Gary. But the table shows a new position for 1959? 

Mr. Lyons. That would be the second position, involving respon- 
sibility for legislative liaison along with the other duties. 

Mr. Gary. Will you analyze this table that I have placed in the 
record and give us a statement showing exactly what has taken place, 
how many new positions there are, and what they are? 

Mr. Lyons. I will be glad to do that. 

Mr. Gary. You may include in that also the need for any new posi- 
tions that have been created. 

Mr. Lyons. Yes, Mr. Chairman. 

Mr. Gary. Now I have a further question. 

Were these classifications made by the Post Office Department or 
were they made by the Civil Service Commission ? 

Mr. Lyons. They were made by the Civil Service Commission, 
Mr. Chairman. 

Mr. Gary. All of them? 

Mr. Lyons. All of the supergrade classifications were made by 
the Civil Service Commission. 

Mr. Gitterre. Mr. Chairman, will you permit the Comptroller, 
Mr. Noble, to make a statement very briefly ? 

Mr. Gary. Yes. We will be very glad to hear from Mr. Noble. 

Mr. Nostx. Mr. Chairman, it is a rule of the Bureau of the Budget 
that budget estimates may not include grades in the executive level, 
GS-16, GS-17, and GS-18, that have not yet been authorized by the 
Civil Service Commission. 

Hence, we do not submit proposed changes in our budget estimates. 
But when they are approved by the Civil Service Commission, then 
they are put into effect. 

Se the budget estimates now before you in the executive grades 
represent positions presently approved by the Civil Service Commis- 
sion and do not necessarily reflect positions that might be approved 
at a later date. 

Mr. Gary. However, that is true only in the special positions above 
the GS grades; is it not? 

Mr. Nose. Above GS-15, sir. It applies to GS-16, GS-17, and 
GS-18, the so-called executive grades. 

Mr. Gary. That would not cover the increase of 18 positions in 
GS-14, the increase of 10 positions in GS-13, and the increase of 
21 in GS-12, for example? 
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Mr. Nose. That is correct. Those changes represent changes in 
programs from the original budget submission. 

Mr. Gary. Would you please submit for the record a very complete 
statement on this, showing how many positions above grade 11 are 
new positions, what their duties are, and why they are needed, Mr. 
Lyons. 

Mr. Lyons. I will be very glad to do that, Mr. Chairman. 

(The following statement was submitted for the record :) 


INCREASES IN Fiscat YEAR 1959 CoLUMN or Fiscat YEAR 1960 BuDGET 
OvER ORIGINAL FiscaL YEAR 1959 BUDGET 


SPECIAL POSITIONS ABOVE GS GRADES 


Chief postal inspector, $19,000 
Authorized by Public Law 85-462, June 20, 1958. 


SUPERGRADES 


Executive assistant to the Postmaster General, GS-18 

Reclassified by Civil Service Commission on October 24, 1958, to reflect level 
consistent with duties and responsibilities utilizing allotment provided by Pub- 
lic Law 85-462 of June 20, 1958. 


Special assistant to the Postmaster General, GS-18 

Reclassified by Civil Service Commission on October 24, 1958, to reflect level 
consistent with duties and responsibilities utilizing allotment provided by Pub- 
lic Law 85-462 of June 20, 1958. 


Deputy Assistant Postmaster General for field administration, GS-17, Bureau 
of Operations 
Classified by Civil Service Commission on November 22, 1957. Position was 
established to provide the Assistant Postmaster General, Bureau of Operations, 
with a principal advisor and program director on field service operational 
matters. 
Director, Distribution and Movement Division, GS-16, Bureau of Operations 
Formerly GS-15. Classified by Civil Service Commission on November 22, 1957, 
due to increased responsibility and complexity in the development of new tech- 
niques and revised methods for the distribution of the mails essential because 
of major service changes. 
Director, Postal Services Division, GS-16, Bureau of Operations 
Formerly GS-15. Classified by Civil Service Commission on November 22, 
1957, to recognize increased responsibilities for mail classification, particularly 
as related to large mail users. 
Director, Postal Installations Division, GS-16, Bureau of Operations 
Formerly GS-15. Classified by Civil Service Commission on November 22, 1957, 
due to the increased complexity in relating organization and manpower require- 
ments to rapidly changing service requirements. 
Director, Mail Transportation Division, GS-16, Bureau of Transportation 
Classified by Civil Service Commission on October 9, 1957. Position estab- 
lished to supervise and coordinate the issuance of criteria and conduct nego- 
tiations concerned with the movements of mail by any and all media in accord 
with service requirements. 
Director, Transportation Research and Statistics, GS-16, Bureau of Transporta- 
tion 
Formerly GS-15. Classified by Civil Service Commission on October 24, 1958 
to reflect level consistent with duties and responsibilities utilizing allotment 
provided by Public Law 85-462 of June 20, 1958. 
Deputy Chief Postal Inspector, GS-17 
Classified by Civil Service Commission on October 24, 1958. Position estab- 
lished to provide the chief postal inspector with a full deputy to assist in coping 
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‘with the increasing problems relating to fraud, depredation, and other criminal 
activities confronting the postal service. 


Director, Operations Analysis and Improvement Division, GS-16, Office of Re- 
search and Engineering 
Formerly GS-15. Classified by Civil Service Commission June 5, 1958, to 
reflect new responsibilities for analysis of postal operations as a basis for im- 
proved economies and efficiencies through the introduction of new engineering 
methods and techniques in mail-processing functions. 


Director, Research and Development Division, GS-16, Office of Research and 
Engineering 
Formerly GS-15. Classified by Civil Service Commission on October 24, 
1958, to reflect level consistent with duties and responsibilities utilizing allot- 
ment provided by Public Law 85-462 of June 20, 1958. 
Director of Feld Engineering, GS-16, Office of Research and Engineering 
Formerly GS-15. Classified by Civil Service Commission on October 24, 1958, 


to reflect level consistent with duties and responsibilities utilizing allotment pro- 

vided by Public Law 85-462 of June 20, 1958. 

Director, Construction Engineering, GS-16, Office of Research and Engineering 
Formerly GS-15. Classified by Civil Service Commission on January 9, 1959, 

to reflect level consistent with duties and responsibilities utilizing allotment 


provided by Public Law 85-462 of June 20, 1958. 


POSITIONS GS-12 TO GS-15 


Judicial officer, GS-15, Office of the Postmaster General 

New position created to answer the criticism of courts in cases involving mis- 
use of the mails. The courts felt that the General Counsel in past administra- 
tive hearings had been prosecutor, judge and jury in reaching decisions. Final 
decisions now rest with the judicial officer outside the General Counsel’s Office. 
Reference to this position is included in the General Counsel’s opening statement 
of the fiscal year 1960 hearings. 


Division Director, GS-15, Office of the Postmaster General 

Reclassification proposed for last quarter fiscal year 1959 due to realinement of 
functions resulting in increased responsibilities of incumbent in Office of Special 
Assistant to the Postmaster General. 


Special Assistant to the Deputy Postmaster General for Improvement Program, 
GS-15, Office of the Deputy Postmaster General 
Position proposed in the Deputy Postmaster General’s Office to coordinate 
special capital improvement projects. Position not filled pending final approval 
of Congress on capital improvement funds. 


Chief, Rural Appointments and Post Office Changes Branch, GS-14, Bureau of 
Operations 


New position. Postmasters Division reorganized to provide more effective 
coordination of activities concerning consolidation of rural routes and appoint- 
ments of rural carriers. In the process of the reorganization supervisory re- 
sponsibilities for two of the functional sections of the division were centered 
in one position, that of Chief, Rural Appointments and Post Office Changes 
Branch. 

Space requirements officer, GS-14, Bureau of Operations 

New position. Established to coordinate the present accelerated program of 
acquiring new buildings and placing into operation improved postal equipment. 
The administrative workload resultant from the acceleration of space and 
equipment acquisition developed the need for a space requirements officer. 


Assistant Director of Branch, GS-14, Bureau of Operations 


New position. In an effort to improve mail service and reduce cost, this posi- 
tion was established to augment the function in the area of distribution and 
routing of mails. Due to changes in the transportation pattern throughout the 
United States this position is needed to handle the workload incident to planning 
transcontinental distribution of mail, studying of distribution requirements on 
trains and highway post offices, and to eliminate duplicate mail distribution in 
post offices and terminals. 
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Two Assistant Directors of Branch, GS-14, Bureau of Transportation 

Rapidly changing transportation patterns and media have increased technical 
requirements in the Bureau of Transportation. Changes in the method of trans- 
porting mail have been accelerated during the year increasing the responsibili- 
ties of these two positions. Reclassification of the positions to the GS-14 
level in accordance with classification standards resulted. 

Investigator general, GS-15, Bureau of the Chief Postal Inspector 

Reclassified to recognize increased comp!exity of directing inspection activities 
related to embezzlements, forgery, and falsification of financial records. 

Supervisory document analyst, GS-14, Bui cau of the Chief Postal Inspector 

Reclassified by Civil Service Commission to recognize overall responsibility 
for the conduct of research, initiation of techniques, and development of labora- 
tory facilities designed to cope with criminal activities encountered by the 

Department. 

Three industrial engineers, GS-14; three industrial engineers, GS-12; two me- 
chanical engineers, GS-12; three architects (design), GS-12; Office of Re- 
search and Engineering 

The total increases are due to: 
(a) Program changes dictated by status of the work during the year 
requiring higher technical skills, and 
(b) The added emphasis placed on certain phases of the work over and 


above that anticipated at the time of original budget submission. 
Further acceleration of the entire research and engineering activity is antici- 


pated to effectuate the technical and facilities improvements desired in the 
entire Post Office Department. 
Npecial assistant, employee relations, GS-15, Bureau of Personnel 

With more frequent contacts between management and employee organiza- 
tions throughout the service, it became necessary to provide a single office to 


coordinate discussions with employee organization representatives at the na- 
tional level and to assist the Assistant Postmaster General in reviewing griev- 


ance cases. This is the position referred to in Mr. Lyons’ opening statement. 
Special Associate General Counsel, GS-14, Office of the General Counsel 


This position was established as a result of the increase in the General Coun- 
sel’s fraud and mailability and opinions work, with particular reference to the 
handling of litigation with the Department of Justice and special research proj- 
ects on assignment by the General Counsel. 


TOTAL NUMBER OF POSITIONS 


Mr. Conte. I have a question, Mr. Chairman. 

In connection with the table analyzing the budget estimate for 1959, 
which the chairman has placed in the record, what is the total number 
of employees in the Post Office Department? Do you have that figure ? 

Mr. Gittette. The answer to the question is that the 1959 budget 
covered 551,983 positions. 

Mr. Conte. 551,983 ? 

Mr. GittetTe. Yes. 

Mr. Contre. What was the actual number of employees you had in 
your employment in 1959? 

Mr. GitteTre. Of course, we have not completed the year yet. Bu 
the number of positions in the 1959 column of the 1960 budget, which 
has been the subject of the previous discussion, sir, is 547,939. 

Mr. Gary. But that covers both permanent and substitute positions, 
does it not ? 

Mr. Guttette. Yes, sir. That is correct. 

I can give you the breakdown between those. 
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PERMANENT AND SUBSTITUTE POSITIONS 


Mr. Gary. The permanent positions are up from 398,031 to 399,677, 
whereas the number of substitute positions is down from 153,952 
to 148,262. 

Mr. Giuttette. That is correct, Mr. Chairman. 

And the appropriation “Administration, regional operation, and 
research,” is down from 8,333 to 7,968. 

Perhaps Mr. Hahn, Deputy Assistant Postmaster General for Op- 
erations, could comment on the reason why, in “Operations” the per- 
manent positions are up and the substitute positions are down. I will 
give him this table so he can refer to it. 

Mr. Haun. Mr. Chairman, it has been our policy to convert sub- 
stitute employment to regular employment wherever we have need 
for an employee on an 8 with a 10-hour schedule for a minimum of 
40 hours a week during the lightest period of the year when we have 
the least volume of mail to handle. 

There is a provision of law which requires that we maintain a ratio 
of substitutes to regular employees, the ratio of 1 substitute to 5 reg- 
ulars. Therefore it has been necessary that as the opportunity pre- 
sents itself to convert substitute time to regular time, that we do so. 

Mr. Gary. The permanent employees are paid on a salary basis, 
are they not ? 

Mr. cas, Yes, sir. 

Mr. Gary. The substitutes are paid only for the time they work, 
on an hourly basis, is that correct ? 

Mr. Haun. They are paid on an hourly basis; yes, sir. 

Mr. Gary. They are paid on an hourly basis for the time they 
work ? 

Mr. Haun. For the time they work; yes, sir. 

Mr. Gary. So that when you convert a substitute to a permanent 
employee you are putting a person permanently on the annual pay- 
roll, is that correct ? 

Mr. Haun. Yes, sir. 

Of course, the substitutes have status. They are regular civil serv- 
ice employees and they do have status. This does change them from 
an hourly rated employee to an annually paid employee. 

Mr. Gary. It gives them additional status, does it not? The perma- 
nent employees have status over the substitutes, do they not? 

Mr. Haun. Yes. They have seniority. 

Mr. Lyons is better qualified to inform you on this than I am. 

But I think their fringe benefits are substantially the same whether 
they are regulars or whether they are substitutes. 

That is, both classes of employees have annual leave and sick leave. 
The substitute employees do not draw overtime pay but they do in 
many instances work more than 40 hours a week, which gives them a 
greater take-home pay. 

Mr. Gary. Frankly, what is worrying me is that the charge has 
been made time and again on the floor of the House that the Post 
Office Department in its regionalization program has created addi- 
tional top jobs and cut down on the employees in the lower brackets; 
that you are creating more supervisors and more directors and more 
inspectors at the expense of the force that is actually handling the 
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mail. The table that I just inserted in the record a few moments ago 
would appear to give credence to that charge. I want to find out 
whether or not that is true. 

Mr. Lyons. Mr. Chairman, the table on which you have asked us 
to comment involves the headquarters of the Department only. It 
does not involve the field service. 

Mr. Gary. It involves all the GS positions in the Post Office 
Department. 

Mr. Lyons. Only at headquarters do we have GS grade positions. 
The other are all under the Postal Field Service salary law. 

In connection with this question concerning regulars and substi- 
tutes, may I add the fact that under Public Law 68 the Department 
cannot have a regular employee work a schedule unless that schedule 
involves perc | in his 8 hours within 10. Due to peak mailing 
periods, it would be difficult for the post office to effectively use its. 
employees if all of them were on an 8-in-10-hour basis. 

herefore, it is constantly necessary that we have substantial 
numbers of substitutes. These employees are taken off of civil service 
registers and they have competitive status. 

As Mr. Hahn mentioned, the law also says that we may have only 
one substitute for each five regulars. We are constantly under pres- 
sure by employee organizations to create more regular positions to 
remain within the law. 

During the last 2 years we have faced considerable criticism because 
our substitutes were working too many hours. There were substitutes 
whose earnings were nearly twice those of a regular employee because 
of the number of hours worked. 

So in conformance both with the law and commonsense business 
practice, the Bureau of Operations has instructed the postmasters 
that, wherever feasible, where they are working a substitute regularly 
more than 40 hours in a week and where his tour of duty can be ad- 
justed to 8 hours in 10, the man be given a regular position. 

Substitutes, of course, in general look forward to becoming regulars, 
but because of the excessive hours which they have been putting in, 
many of them have resisted the change to regular positions. 

I would suggest for clarification in comparing the field service use 
of employees that rather than get into the rather complex question 
of substitutes and regulars, the man-year figures be analyzed. Total 
number of employees means nothing if you are working those em- 
ployees 60 hours a week, as far as holding expenses down is 
concerned, 

Mr. Gary. What pay do the substitutes get for overtime? Do they 
receive the same pay as the regular employees? 

Mr. Lyons. No, sir. They are paid a straight hourly rate, which 
is somewhat higher than the hourly rate of the regular employee if 
his annual rate were reduced to an hourly rate. 

That came about as a result of a revision made by the Congress 
to make up for the loss of holidays to the substitute in fixing his rate, 
so that if he worked the same number of hours in a year as a regular 
employee he would end up with the same pay as a regular. 

Mr. Gary. But if a substitute should work 60 hours a week, he 
would receive straight pay only for the 60 hours; is that correct ? 

Mr. Lyons. That is correct. 
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Mr. Gary. If a regular works overtime he gets time and a half; 
does he not? 

Mr. Lyons. If a regular works more than 8 hours in a day he re- 
ceives time and a half for that. But if a regular works 6 days in a 
week he has to receive a compensatory day off the next week and 
he gets no pay for the extra day’s work. That is so except in the 
month of December, where, under the law, we are permitted to pay 
regulars for working the extra day. 

The amount of overtime for regulars, because of the premium in- 
volved in it, is held down very considerably and the overtime is gen- 
erally given to substitutes, because of the lower rate, provided that 
the substitutes are as experienced and as trained as the regulars. 

Mr. Conte. Mr. Chairman, may I ask a question ? 

Mr. Gary. Yes, Mr. Conte. 

Mr. Conte. Can you tell us the reason for the large discrepancy 
between your 1959 estimate and your actual permanents in the year 
1958 column? It is over a thousand. 

Mr. Lyons. I believe, Mr. Congressman, that that was due to a 
drop in the mail volume, which has been discussed here before. 

Mr. Conte. There is an increase, though. There is an increase of 
about a thousand permanent employees. Do you have those figures? 

Mr. Lyons. That is the conversion of substitute employees to reg- 
ular employee positions. 

I might say I believe the term “permanent” is a misnomer, because 
what occurs is that if in a post office the mail volume goes down and 
the office has too many regulars, regulars are relegated to the positions 
of substitutes, and the last substitute on the roll goes off of the roll. 

Mr. Conte. Apparently they did not go off the roll. You have an 
increase of over a thousand there. 

Mr. Lyons. There is an increase in the number of regulars but a 
decrease in the number of substitutes. So that there is a total net 
decrease. That was due to the conversion of substitutes to regulars 
to meet the requirements of the law. 

Mr. Conte. Mr. Chairman, if I may pursue another question. 

Mr. Gary. Very well, Mr. Conte. 


ACTUAL VERSUS ESTIMATED NUMBER OF EMPLOYEES 


Mr. Contr. The other thing that bothers me, Mr. Lyons, is that 
you were so far off in your estimate in 1959. 

Mr. Lyons. That estimate is made directly for budget purposes on 
the basis of a mail volume estimate. I do not estimate number of em- 
ployees that we will have. That is made by the Bureau of Operations 
in connection with the amount of mail volume that is anticipated. 

Mr. Giiterre. Mr. Congressman, we earlier said that the mail 
volume of 1959 was originally estimated to increase 3.4 percent but 
that it appeared that it would now run 2.07 percent above 1958 and, 
of course the estimate of man-years to handle the amount of mail vol- 
ume was correlated to that. So that the man-years in 1959 now, of 
course, are running lower than the original estimate, and with the $50- 
odd million that is being saved in the “Operations” appropriation, we 


— to reduce our request for a supplemental wage increase in 
59. 
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Mr. Gary. None of these figures that we have been talking about 
include the 316,990 Christmas temporaries ; do they ? 
Mr. Lyons. No, sir. 
REGIONAL PERSONNEL 


Mr. Giuterre. Mr. Chairman, with reference to your concern about 
the regional operation, I might invite your attention to the statement 
on page 103 of the justifications, that the appropriations for 1959 
provided funds for 8,110 positions for the appropriation “Administra- 
tion, regional operation, and research,” which cover the headquarters, 
the Field Inspection Service, and regional operation altogether. 

In other words, it covers all except the operation postal field em- 
ployees, clerks, etc. The figure of 8,110 positions in 1959 was our 
original request, less the amount cut by the Congress, plus the re- 
flection of the transfer of $1,600,000 from “Operations” to the 
“Administration” appropriation. So that the figure for 1959 financed 
by the appropriation of the Congress was 8,110 positions. 

Now, in 1959 we estimate total positions of 7,968, as shown in our 
new 1959 column of the 1960 budget, and in 1960, 7,944. So that you 
see there has been a reduction from the original figure of 8,110 of 
the 1959 budget. 

Furthermore, as far as regional operation is concerned, Mr. Gary, 
the 1959 budget originally called for 5,289 positions, whereas the 
present 1959 column of the 1960 budget calls for 4,839 positions and 
the 1960 column, the 1960 request, calls for 4,810 positions. 

So that the trend in regional personnel, as a result of our efforts 
to reflect the desires of the Congress and our own objectives to keep 
regional personnel limited, is demonstrated by those figures. 

Mr. Gary. But you have increased the top grades. 

Mr. Guittetre. Yes, sir. As Mr. Lyons has testified. And that 
is for reasons, sir, which we will further explain in our statement. 


POSTAL MODERNIZATION PROGRAM 
WITNESSES 


ROLLIN D. BARNARD, ACTING ASSISTANT POSTMASTER GENERAL, 
BUREAU OF FACILITIES 
WADE S. PLUMMER, DIRECTOR, OFFICE OF RESEARCH AND ENGI- 
NEERING 
Program and financing 





1958 actual | 1959 estimate | 1960 estimate 





Program by activities: 

t Contract research, development, and engineering pro- 
gram 
2. Building and equipment improvement program 
3. Engineering and technical services_..-.-...---- Amal 





Total obligations 





Financing: Appropriation 














37175—59——22 
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Object classification 





1958 actual | 1959 estimate | 1960 estimate 





Total number of permanent positions 
Average number of all employees. 
Number of employees at end of year 





Average GS grade and salary 





01 Personal services: 
Permanent positions 
Other personal services 





vi 
Transportation of things 

Other contractual services___ 
Equipment 

Lands and structures 

Grants, subsidies, and contributions 


Total obligations. 

















Mr. Gary. We will next take up the postal modernization item. 
There was no appropriation for this item in 1959. The request for 
1960 is $88,500,000. 


JUSTIFICATION OF 1960 ESTIMATE 


We will place in the record at this point pages 502 through 506 of 
the justifications. 
(The material referred to follows :) 


Analysis of estimated obligations 





Activity and account 1960 





Contract research, development, and engineering program-.-_. $9, 740, 000 





Building and equipment improvement program: 
Mechanization and building improvement 74, 531, 000 
Vehicle procurement 2, 500, 000 

77, 031, 000 

1, 729, 000 

88, 500, 000 




















NoTE.—These estimates supplement and augment the regular research and capital programs carried 
under ‘‘administration, regional operation, and research” and “ Facilities.”’ 


GENERAL STATEMENT 


The Post Office Department has developed a broad program for modernizing 
the obsolete and inadequate plant and equipment with which it is so seriously 
handicapped. For many years large segments of the postal facilities have been 
both outmoded and outgrown. ‘They seriously handicap postal service, adversely 
affect the efficiency, and increase cost of postal operations. Improved manage- 
ment techniques and organizational improvements have helped to counteract 
the damaging effects of the obsolete facilities to which the postal service is 
chained. To avoid further serious deterioration in the quality and efficiency of 
the postal service in the very near future it is imperative to start now with a 
well-planned, comprehensive program of building for present needs and future 
expansion of our postal service. 

The Department occupies space in approximately 3,300 federally owned build- 
ings throughout the United States. Some of these buildings are over 50 years 
old, and the newest were authorized under appropriations granted in 1938. 
Since 1958, mail volume has increased 130 percent. Living patterns have 
changed with vast growths occurring in suburban areas. Modes of transporta- 





337 


tion have likewise changed radically with the rapid growth in movement of mail 
by truck and air, and the decline in passenger rail service. This has left the 
postal service with monumental structures in the heart of urban areas now far 
removed from large segments of the population and means of transportation. 
The shift has left the Department with mail-handling requirements materially 
out of balance with available facilities. 

Insufficient funds have been available during the last 20 years to even ade- 
quately maintain existing facilities. This has resulted in deplorable working 
conditions at many points, which have seriously affected morale and efficiency 
of the postal workers. In addition, deferred maintenance is expensive and, in 
the end, results in higher costs of repairs. 

The advent of modern mechanical mail-handling devices has further served to 
render existing structures obsolete. At many points modern equipment cannot 
be installed in existing facilities, and will at least require the expenditure of 
substantial funds for remodeling and renovating. The latest Federal buildings 
reflect the architectural planning of the early 1930’s and some reflect 19th century 
planning. None of the present-day engineering skills are shown in the layout, 
structural design, and mechanical adaptability of most facilities. 

It is not sufficient simply to modernize the postal plant to meet today’s needs. 
Common business judgment dictates the necessity for building into the system 
sufficient capacity and advance planning to be able to meet the growth of the 
postal needs of the next 10 to 20 years without another major upheaval. There 
is every indication that the population and economic growth of this country in 
the next 20 years will exceed that of the past 20 years. If the mail service is 
to meet the needs of the American people efficiently and effectively, much more 
must be done in the discovery and development of new and better ways of 
handling the growing flood of mail. The growth in mail volume, coupled with 
the growing dispersion of delivery points, results in a geometrical growth in 
workload which can only be met by mechanization of mail handling on a vast 
scale, and probably from entirely new approaches. 

The Department plans a complete modernization of the physical plant of the 
postal service, including (1) the enlargement, rehabilitation, or replacement 
(with leased space) of approximately 2,500 Government-owned buildings; (2) 
the replacement or remodeling of 12,000 leased buildings; (3) general installation 
of modern equipment; and (4) application of electronic and mechanical devices 
to the needs of the postal service. The research and experimentation of recent 
years have already produced certain new types of mail-handling equipment that 
can be fabricated and installed now with certainty of material savings. To 
achieve the full goal of the modernization program, however, will also require 
prompt and substantial acceleration and expansion of the Department’s research 
activities, 

The entire modernization program will require the expenditure of about $2 
billion. Of this $1.5 billion would be provided by private enterprises under long- 
term-lease arrangements. The remainder, amounting to some $500 million, will 
be requested in the form of special no-year appropriations over the next 3 or 4 
years, which will be in addition to the regular capital and research appropriations 
to the Department. Of this sum there is now being requested an appropriation 
of $88.5 million for 1960. 

At the time the recent postal rate legislation was under consideration by the 
Congress, the Postmaster General proposed that first-class out-of-town letters 
be charged an additional 1 cent per ounce over the 4 cent rate and that the pro- 
ceeds therefrom be set aside in trust fund for financing this modernization pro- 
gram. It was estimated that such a surcharge for 3 years would produce the 
$525 million required for the work. While the Congress did not approve the 
extra charge, it did authorize the appropriation of funds for the program for a 
period of 3 years beginning with fiscal year 1959 (Public Law 84426, title III). 

After this enactment, in the closing weeks of the session, a request was made 
for a supplemental appropriation for 1959 to immediately initiate the program. 
There was not sufficient time for adequate consideration of the request prior to 
adjournment and the conference committee suggested that the Department pro- 
ceed with the engineering work in the interim to the extent that available funds 
would permit. While the deferment has given more time for detailed develop- 
ment of program plans it has increased the urgency of the need for funds in 1960. 

The appropriation language now proposed for the postal modernization pro- 
gram uses the authorization provided by title III of Public Law 85-426, without 
actually using any special fund. The authorizing language for a special fund 
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had been developed at the time when it was contemplated that certain postal 
receipts would be set aside as trust funds for this purpose, and appropriations 
would not be used. Such funds would then have had to be kept separate and 
temporarily invested in Government bonds when received initially at a greater 
rate than they could be programed for obligation. Now that the financing is to 
be by congressional appropriation there is no need to incur the additional work 
involved in using a separate fund, and it would certainly be inappropriate to 
invest such funds in Government securities at any time. The establishment, 
within the present postal fund, of a separate no-year appropriation account, as 
herein proposed, is the simplest means of accomplishing the real intent of the 
Congress with respect to financing this program. 
The proposed appropriation language and explanatory comments follow: 


“POSTAL MODERNIZATION 


“For postal modernization as authorized by title III of the act of May 27, 1958 
(72 Stat. 144), $88,500,000, to remain available until expended: Provided: That 
the funds herein appropriated shall be available for payment to the General Serv- 
ices Administration for the repair, alteration, preservation, renovation, improve- 
ment, and equipment of federally owned property used for postal purposes, 
including improved lighting, color, and ventilation for the specialized conditions 
in space occupied for postal purposes, and for services as authorized by section 
15 of the act of August 2, 1946 (5 U.S.C. 55a) : Provided further, That hereafter 
any other appropriation available to the Post Office Department shall be reim- 
bursed from the funds herein appropriated in such amounts as the Postmaster 
General may determine to be required to cover the expenses incurred on and after 
July 1, 1959. from such appropriation for the postal modernization program.” 

(a) The sum of $88.5 million is to be initially appropriated for fiscal year 
1960. 

(b) This amount will be available on a continuing basis as contemplated by 
Public Law 85-426. This will permit more economic planning and scheduling 
of the modernization program by avoiding strict fiscal year compartmentaliza- 
tion of obligations. It will materially simplify financing of research contracts. 

(c) The language authorizes payments to the General Services Administration 
for improvements, alterations, etc., to Federal buildings since such work will be 
done through General Services Administration. The language is similar to that 
included.in the appropriation “Facilities.” 

(d) The language also authorizes the reimbursement of other postal appro- 
priations for necessary expenses incurred as a part of the modernization pro- 
gram. This provision will be most helpful in the case of personnel costs where 
it will be more practical and efficient to utilize qualified personnel as part of 
existing organizations on a reimbursement basis, rather than attempt to employ 
a special group under a separate organization and payroll structure. 


Contract ResearcH, DrvELopMENT, AND ENGINEERING ProcRAM 


Mr. Gitrerre. Mr. Chairman, with the information which these 
pages give the committee, perhaps it would be orderly if we then 
continued with the research and engineering portion of the moderni- 
zation program. I believe that would be satisfactory. 

Mr. Gary. Of this amount of $88,500,000, $9,740,000 would be used 
for contract research, development, and the engineering program. 
Since we were just discussing the research and engineering program 
covered by the “Administration, regional operation, and research” 
appropriation, I think it would be well for us to take up the research 
and engineering program in the postal modernization budget at this 
time. 

We will, therefore, continue the discussion of the research and engi- 
neering program now as it relates to the $9 million requested in the 
“Postal modernization” appropriation. 

Mr. Prummer. Mr. Chairman and members of the committee, the 
funds requested in this portion of our program are to take advantage 
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of the possibility of rapidly accelerating the engineering and devel- 
opment aspect of our activity in order that it will meet the require- 
ments of the modernization program and provide machinery for the 
about-to-be-built post offices, those post offices that will be completely 
renovated, and where new modern handling equipment will be 
installed. 

It is our thought that considerable progress can be made in the area 
of mechanization, under this modernization program, by getting the 
developments as they now stand to a point of production where they 
can be included in the total program. 

So it is our intent to develop as rapidly as we can, with the help 
of industrial activity under contract, the program we have outlined, 
starting on page 508 of our justifications. 


PROGRAM PLANNED FOR 1960 


Mr. Gary. Mr. Plummer, this morning Mr. Alexander requested 
you to place in the record a statement showing the number of con- 
tracts, a description of each contract, the amount involved, and certain 
other information about each contract, that has been entered into 
for research and engineering since its beginning. 

Will you insert at this point in the record a similar statement for 
the contracts you contemplate for 1960? 

Mr. PrumMer. We can, Mr. Chairman. 

I am not sure that we have in detail all of the companies that we 
will place contracts with, but we can give you a picture of the area 
of development in that direction. 

Mr. Sesstons. May I say, Mr. Chairman, that because some of 
these contracts are yet to be negotiated, it might affect our negotia- 
tion if we had to mention the companies’ names or exact amounts. 

Mr. Gary. Give us such information as you can with respect to 
them. 

Mr. Szsstons. Yes. 

Mr. Gary. Of course, I understand that until you have a contract 
you cannot give us full information. 

(The following information was supplied for the record :) 


SUMMARY OF RESEARCH, DEVELOPMENT, AND FE\NGINEERING PROGRAM, 
FiscaL YEAR 1960 


The program as set forth below covers the research, development, design, and 
testing of new and improved postal equipment and materials. It also provides 
for contract engineering services necessary to supplement the Department’s 
efforts in research and development and modernization of the postal plant. 

This program would be subject to revision to take advantage of any tech- 
nical advances or other changes which would be beneficial to the postal estab- 
lishment. 


REGULAR PROGRAM (ADMINISTRATION, REGIONAL OPERATION, AND RESEARCH 
APPROPRIATION) 


Research and development on letter sorting machines : 
(a) Positive control horizontal type letter sorting machine, $225,000. 
(b) Sequential sweeping and memory controlled sorting machine, $215,000. 
(c) Automatic feed and sweeping of letter bundles from sorting ma- 
chines, $320,000. 
(d) Development of specialized controlled equipment for sorting mail to 
carrier routes, including unique memory systems, $700,000. 
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(e) Equipment for automatic reading of addresses, $439,000. 

(f) Phosphorescent code printing and reading equipment, $225,000. 

(g) Operator training equipment for use in connection with newly devel- 
oped letter sorting machines, $125,000. 

Research, development, and improvement of automatic culling, facing, and 
eanceling equipment : 

(a) Additional work on the improvement of present culler prototypes, 
$125,000. 

(6) Additional work on improvement of facing-canceling machine proto- 
types, $150,000. 

(c) Development of automatic feed and transfer from culler to facing- 
canceling machine, $350,000. 

(d) Envelope sensing to permit manufacture of simplified facing ma- 
chines, $75,000. 

(€) Development of oscillating type culler, $300,000. 

Initial research and development in the standardization of type fonts and 
addresses which will permit simplified equipment for address reading, $175.000. 

Research and development of new machine memory techniques aimed toward 
more flexible and less expensive equipment, $300,000. 

Study of standardization of envelopes to fit the basic requirements imposed by 
mail processing machines, $100,000. 

Research and development of parcel post handling systems: 

(a) Study of the possibilities of using voice coding to speed up the sorta- 
tion of parcels and produce laboratory equipment necessary for feasibility de- 
terminations, $225,000. 

(b) Standardized parcel containers and labels for automatic feeding and 
facing parcels into automatic or semiautomatic parcel sorting machines, 
$125,000. 

Research and development of equipment for automatic packaging of letters in 
connection with machine sorting, $100,000. 

Research and development for equipment for automatic detection of fraudu- 
lent documents, improved document location, and improved techniques for deter- 
mining duplicate money orders, $250,000. 


Development of hardware and installation of pilot models of equipment for 
processing and sorting flat mails, rolls, and chunks, $416,000. 

Research and development for equipment employing photochromic methods for 
certifying and registering letters, $100,000. 

Providing contract engineering services incident to the determination of more 
economical and expeditious distribution methods and. other studies, $460,000. 


MODERNIZATION PROGRAM (POSTAL MODERNIZATION APPROPRIATION) 


Improvements to experimental letter sorting machines to advance the produc- 
tion stage of such equipment, $200,000. 
Development of automatic culling, facing, and canceling equipment: 

(a) Additional work on culler prototypes, $550,000. 

(b) Additional work on facing and canceling equipment, $850,000. 

(c) Development of combination culling, facing, and canceling machines 
for small offices, $400,000. 

Operations research in mechanized letter sorting, $500,000. 

Research in areas of new methods of message transmission and their impact 
on postal installations, $400,000. 

Development of universal trays and containers for use in mechanization of 
postal operations, $340,000. 

Development of components for complete letter system integration, $775,000. 

Parcel post handling systems: 

(a) Development of improved designs of parcel post storage, feeding and 
eoding operations and construction of pilot equipment for experimental 
sorting systems, $335,000. 

(b) Improvement of components and equipment for field test of experi- 
mental integrated parcel post sorting systems, $565,000. 

(c) Development and improvement of equipment for use in parcel post 
delivery systems, $250,000. 

Research, development, and design of improved surveillance systems in con- 
nection with the modernization program, $1 million. 

The development, installation, and testing of customer-operated postal sub- 
stations, $400,000. 
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Research and development, including production engineering, tooling, and 
preparation for manufacture of automatic letter packaging equipment, $150,000. 

Development of equipment for determining and computing mail volumes, 
250,000. 

Production engineering, tooling, and field test of models of equipment for 
processing flat mails, rolls, and chunks, $500,000. 

Contract engineering services required as suplementary services for the mod- 
ernization program, $2,275,000. 

Mr. Passman. Mr. Chairman, may I ask a question at this point? 


Mr. Gary. Yes, sir. 
CONTRACT SPECIFICATIONS 


Mr. Passman. In your procurement section, if you needed 100 
automobiles you would write your specifications and submit that to 
the different manufacturers with a request for bids, and then you 
award the contract to the lowest bidder. That is what you do; is it 
not ? 

Mr. Sesstons. That is correct. 

Mr. Passman. You could not, by law, write specifications around 
one product, excluding other companies from bidding if they had a 
product that would meet the specifications ? 

Mr. Sessions. Not if we are buying a standard product. 

Mr. Passman. If you are buying a standard product, you would be 
pecvamcage by law to write specifications so as to exclude other manu- 

acturers who would have the same type and quality of product at 
equal or lower prices ? 

Mr. Sesstons. That is correct. 


Mr. Passman. Thank you, Mr. Chairman. 


PROGRAMS PROPOSED 


Mr. Prummer. The areas of development that we propose, in order 
to get the machinery on a production basis so that it can be included 
in the development of the modernization program, include such items 
as: improvements to the experimental letter sorting machines; de- 
velopment of the automatic facing and canceling equipment; addi- 
tional work on the prototype culling machines that they have testing 
in laboratories at the present time; additional work on facing and 
canceling equipment; development of a small combination machine 
for culling, facing, and canceling operations in smaller post offices; 
operations research activity in mechanization of letter mail sorting 
and proper development of sortation schemes. 

There are also new methods of message transmission. We feel that 
the future of the country may not always be tied entirely to the 
written word and actual transportation of paper, and it is our inten- 
— study the possibility of message transmission other than letter 
mail. 

With the concept and initiation of the jet service in air travel we 
have a need for development of universal trays and containers that 
will fit post office operations and new modes of transportation. 

We propose to continue work on a complete letter handling system 
developing the equipment components so that the letter processing 
will be performed by a completely integrated machine. 
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Several other aspects of our proposed development. in the direc- 
tion of modernization include pilot equipment and field test for ex- 
erimental sorting machines in parcel post. We will field test com- 
ined proven and experimental components of parcel sorting ma- 
chines to develop or prove new designs and concepts. 

We would like to study parcel post delivery systems and equip- 
ment in addition to the actual equipment for the sorting of parcel 
post within the post office itself. 

In the mechanization of post offices we find that the surveillance 
galleries, that have long been used by the inspection department, 
are either in the way of machinery installations or that after ma- 
chinery installations are made the effectiveness of the galleries is ma- 
terially reduced. We intend to develop, in lieu of inspection galleries. 
electronic equipment that will permit adequate and thorough sur- 
veillance, more capably we hope, than is being realized now from the 
galleries. 

We would like to develop customer-operated postal substations 
wherein the customer with any common coin and possibly even paper 
money can get complete postal service at such hours as postal clerks 
are not on duty. 

We would like to study automatic letter counting and weighing 
equipment for recording and computing mail volume. 

We have an extensive program planned in the area of flat mail, 
rolls, and chunks, which is an area where we have done very little 
work to date in mechanizing. 

In addition to the machine development and production design 
program, we have in mind contracting for engineering services that 
will enable us to obtain additional help from engineering firms to 
supplement our present staff required for operations analysis, plant 
layout, machinery erection, structural and construction engineering. 

That, Mr. Chairman, basically covers the program and the outline 
that we would like to have to keep abreast of the modernization pro- 
gram in erecting new buildings and the rehabilitation of present 
buildings. 


« 


FUNDS FOR RESEARCH, DEVELOPMENT AND ENGINEERING 





Mr. Avexanper. Mr. Plummer, I notice in addition to this request 
for $9,740,000 that you have an item in “Regional operations” for 
$5,500,000. Are these two items substantially the same thing? 

Mr. Prummer. You mean the $5,500,000 we are requesting in our 
regular program ? 

Mr. Atexanpver. Yes. It says: 

The sum currently requested for the regular research program under the 
administration allotment. 

Mr. Piummer. We feel with our present organization and present 
level of development that the $5,500,000 will carry on a limited op- 
eration in that direction and probably be in line with the level of op- 
erations in several previous years. 

The additional fund is in order to take advantage of the shortened 
time element to get this equipment in the field and operating and 
take advantage of the developments in a much more accelerated time 
than we contemplated under the regular program. 
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Mr. ALExANpER. These two programs are substantially the same 
but you divided it up into two parts? 

Mr. Sessions. May I offer a comment on that? 

Mr. ALEXANDER. Yes. 

Mr. Sesstons. Basically we are doing the same kind of things but 
under what .we call the so-called standard program, Mr. Alexander. 
That program is one that we would go ahead with whether or not we 
received our postal modernization funds to develop the broad-scale 
program we are developing under postal modernization. 

The regular program is covered by the $5,500,000 item under “Ad- 
ministration, regional operation, and research.” The additional sum 
would become necessary in order to implement the large postal mod- 
ernization program which is a part of our $2 billion modernization of 
all of our postal facilities throughout the United States. 

If we are going to spend that money intelligently, Mr. Alexander, 
we feel that it would be necessary to increase the amount we are 
spending for research and engineering in order to get the right kind 
of equipment and to do the right kind of engineering to spend the 
money intelligently in the modernization program. This is the basic 
difference between the two programs. 

Mr. Atexanper. In other words, one is for the regular small post 
office ? 

Mr. Sessions. Not necessarily. 

Mr. ALtexanper. The $9,740,000 is for the large post offices that have 
this specialized equipment? 

Mr. Sessions. Not quite sir. The $5.5 million would go into either 
large or small post offices. If we didn’t get our big modernization pro- 
gram we would still do some modernization. We are doing some now 
within our limited means. 

If Congress sees fit to approve our modernization program of $88 
million we would then need to expand our research and engineering 
in order to spend the money intelligently and get the best kind of 
equipment for the bigger modernization program. 

Mr. Avexanper. That is all, Mr. Chairman. 


FUTURE MONETARY REQUIREMENTS 


Mr. Conte. I have just one question, Mr. Chairman. Is this going 
to be a regular budgetary item? 

Mr. Ptummer. You mean the $9 million ? 

Mr. Sesstons. Let me answer that. 

Mr. Prummer. Certainly. 

Mr. Sesstons. No, Mr. Conte, it would only be a regular budgetary 
item insofar as the Congress saw fit to approve extensions of the mod- 
ernization program within this overall $2 billion program which 
we think is a must in order to bring the postal service up to date. 

Mr. Conte. In other words, the $9,740,000 plus your $5,500,000 is 
geared to this $2 billion program ? 

Mr. Sesstons. Yes. It is a first step. What portion of it would 
continue after we finished the $2 billion program I am unable to say. 

Mr. Conte. This is all you need for the $2 billion program ? 

Mr. Sessions. No; this is what we need for the first step in 1960. 

Mr. Conte. The first step in this $2 billion program. 
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Mr. Sessions. Yes. Of the $2 billion the amount that the United 
States Government would spend would be approximately $500 mil- 
lion. We contemplate the remaining $1.5 billion will be invested by 
private investors who are furnishing the buildings. The Govern- 
ment furnishes the equipment that goes into these buildings. Of 
this $500 million which is the Government contribution we are now 
asking for $88 million in the fiscal year 1960. 

In succeeding years we hope that the Congress will make additional 
funds available so that we can invest within the next 3 to 5 years the 
total $500 million contribution of the United States Government. 

Mr. Conte. If I understand you right the $9,740,000 research pro- 
gram will take care of the $500 million program ¢ 

Mr. Sessions. No, sir. 

Mr. Conte. You said it will take care of your first stage ? 

Mr. Sessions. It will take care of the first year, 1960, of the 4-year 
plan. We are hoping to invest the $500 million over a period of 
approximately 4 years. That is a period in which we expect to 
complete our program, Mr. Conte. 

Mr. Contr. The Post Office Department is not going to come 
in here and try to take 11 percent of its total appropriation for build- 
ing and construction and devote 11 percent of that amount of money 
for research every year, are they? That is what it amounts to. 

You have $74.5 million for mechanization and building improve- 
ment and you are asking $9,740,000 for research. 

Mr. Sessions. Mr. Conte, I don’t know whether we have any yard- 
stick to compare what we are asking for research with what we in- 
tend to spend on our modernization program except that as we in- 
crease the size of the program, we must increase our research in 
order to keep pace with the needs of the program. The fact that 
it happens to be a certain percent in this year has no relation to the 
actual size of the program. 

In other words, we didn’t take a certain percentage. We built 
up a program to meet the needs and which our staff could handle. 

Mr. Conte. Whether you considered that or not, gearing it by 
percentage to what you are going to be obligated for construction 
of new buildings, it does amount to 11 percent of what you plan to 
build and put into new mechanization. 

Mr. Sessions. That is not quite correct, sir, because the $88.5 mil- 
lion is only our contribution and, as I pointed out before, private 
capital will put up three times more than we are doing. 

or instance, and this is subject to correction on any individual 
project, Mr. Conte, we assume roughly that for every dollar the 
U.S. Government puts into equipment in these projects private capital 
will put up three additional dollars so that on that basis we should 
multiply the $88 million by 4 in order to get the total amount to be 
invested in the program in 1960. 

Mr. Conte. Mr. Chairman, is it my understanding that a table 
will be submitted here breaking down this contract research and de- 
velopment engineering program. 

Mr. Gary. Yes, we have asked for information about existing 
and proposed contracts. 

Mr. Conte. Mr. Chairman, if I may I would like to amend that to 
have a complete breakdown on how that money is being spent. 
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Mr. Gittetre. Mr. Chairman, would it help the Congressman to 
have in the record the amount and names in the justification sheets 
from 508 onward that describe the amount attributable to type of ac- 
tivity ? 

Mr. Conte. That is quite a bit of detail, Mr. Chairman. 

Mr. Gary. I think you might use some of this general statement on 
projects in place of information on specific contracts. Where you can- 
not give us the full information on specific contracts give us the in- 
formation on projects taken from the justification. I think the two 
statements concerning the contracts and the projects would be to some 
extent duplication. 

Will you give us a statement to cover both as much as possible? 

Mr. Gitterre. We will do that in the summary statement of the 
Research, Development, and Engineering program previously inserted 
in the record. 

(The information supplied may be found on pp. 314 and 339.) 

Mr. Atexanper. Will the gentleman yield for one question ? 

Mr. Conte. Yes. 

Mr. Atexanper. Mr. Sessions, in your statement in regard to the 

rojected $2 billion program for the future you speak of private cap- 
ital putting up a certain percentage. That would be for buildings 
rather than for equipment, would it not ? 

Mr. Sesstons. That is substantially correct, Mr. Alexander. Pri- 
vate capital puts up the funds for the land, and to build the buildings. 

Mr. ALexanper. But not for the equipment ? 

Mr. Sesstons. Not for the equipment. The Government owns the 
equipment, sir. 

Mr. Pit1i0on. Will the gentleman yield ? 

Mr. ALexanper. Certainly. 


BUILDING CONSTRUCTION 


Mr. Prix10N. Will there be any building construction by the De- 
partment itself, owned by the Department ? 

Mr. Sssstons. No, sir. 

Mr. Pituto0n. Is all new construction now to be on a leased basis 
with no building by the Post Office Department? 

Mr. Sessions. I will let Mr. Barnard answer that question. 

Mr. Barnarp. The buildings that are contemplated under this pro- 
gram will all be under the commercial leasing concept with no direct 
appropriations for construction, 

Mr. Gary. Will the gentleman yield ? 

Mr. Pituton. Yes, Mr. Chairman. 

Mr. Gary. And the lease purchase program also has expired, has 
it not? 

Mr. Barnarp. That is right, sir. 

Mr. Gary. Therefore, there will be no building program under the 
lease purchase concept. 

Mr. Steep. Will the gentleman yield ? 

Mr. Pitxi0Nn. Certainly. 

Mr. Steep. Last year you will remember that the Congress pro- 
vided a sum through the independent offices appropriation bill for the 
construction of Federal buildings under General Services Administra- 
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tion some of the buildings to be utilized by the Post Office Depart- 
ment. Is that so? 

Mr. Barnarp. That is correct, sir. 

Mr. Steep. Do you have the same problem equipping that space as 
you do in the space you contemplate leasing? 

Mr. Barnarp. Mr. Steed may I answer your question as I interpret 
it. We have up to date, and I believe we would in the future, consid- 
ered any direct appropriation by the Congress to General Services 
Administration for specific buildings in any given year as a manda- 
tory requirement against our regular program because the very ap- 
—— of funds for them to build buildings in which we might 

e considered occupants for whatever amount of space becomes man- 
datory for us to equip. 

The postal modernization fund and the expenditure thereof for 
additional space, new units throughout, would not be directly con- 
nected with any program the Congress might institute for the Gen- 
eral Services Administration. 

However, any equipment that was needed for those buildings being 
constructed by GSA would be procured in this joint program. 

Mr. Sreep. You do have a larger amount of that GSA type con- 
struction facing you now than you have had for many years? 

Mr. Barnarp. Yes, sir. In this current year 1959 there are 33 
buildings in which the General Services Administration is furnish- 
ing space for post office and we are equipping that space out of our 
regular appropriation. 

Mr. Gary. I have one or two more questions on the research and 
development program. 


EQUIPMENT DEVELOPED AND READY FOR PROCUREMENT IN 1960 


What items of equipment now in various stages of research and 
development will be placed under production line procurement with 
the funds requested for 1960? 

Mr. PtummMer. We have, of course, the letter sorter under produc- 
tion now. In addition, we will have facing and canceling equipment, 
possibly culling equipment, and, of course, the mail-flo system which 
is currently being installed in quite a few of our larger post offices. 

In addition to those items there is the equipment required for the 
customer-operated postal subsections. 

Mr. Gary. Are you asking for funds for research and development 
on the same items of equipment that are going over into production? 

Mr. PiumMer. We are asking for funds to get the equipment that 
is not yet into production improved to the extent that they can be put 
into production. 


FURNISHING OF TOOLING AND EQUIPMENT TO MANUFACTURERS 


_ Mr. Gary. Does your request for funds for production, engineer- 
ing, tooling, and pilot test procurement mean that you are going to 
finance production lines for manufacturers of the equipment you 
want? 


_ Mr. Prummer. The answer is no to that, Mr. Chairman. The tool- 
ing and equipment that we mentioned here will be that which will 
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become post office property in the production of the prototype models, 

Mr. Gary. It. would be tooling for your owndepartment? 

Mr. Prumner. That is right, sir. Some items of tooling Mr. Chair- 
man, would be made available to the successful bidders if they so de- 
sired to use it. 

_ It would be the property of the Post Office Department. 


RESEARCH IN METHODS OF MESSAGE. TRANSMISSION 


Mr. Gary. Does your request for $400,000 for new methods of 
message transmission mean that you are going to spend $400,000 a 
year just to keep informed of new developments in this area? ; 

Mr. Prummer. $400,000 there is for initial study work. We feel 
that the building requirements of extremely large post offices may 
be reduced somewhat if message transmission were to take other than 
the standard. letter form. We would like to keep abreast of de- 
velopments and make studies in that direction to establish the trends 
that message form might take in the future. 

Mr. Gary. Will that be a repeat item year after year? 

Mr. Piummenr. It is difficult to say at the moment. With micro- 
wave transmission and facsimile teletype and that sort of thing it 
is entirely possible that it might continue into the future depending 
on the advances of technology. 

For example, Mr. Chairman, telephone wires have a lot of idle 
time during the course of the day, and it might be well if we could 
utilize them to send messages at such time as telephone wires were 


idle and save the transport of vast volumes of paper as we do now. 


COMPONENTS FOR LETTER-SYSTEM INTEGRATION 


Mr. Gary. Was your estimate of $775,000 for components for 
letter-system integration made up on the basis of bids on estimates 
from prospective suppliers ? 

Mr. Prumer. No, sir. That basically was made up from ex- 
perience that we have had in development of other machinery. Those 
components would be the take-away equipment from one machine, 
and the surge capacity built into the transport system designed to 
feed the succeeding machine. 

We feel that it is quite an involved process and will take con- 
siderable development in several directions. It is the link in the 
automated line that we have not yet developed. 


CONTRACT ENGINEERING SERVICES 


Mr. Gary. In your estimate of $2,275,000 for contract engineering 
services, how many man-days and at what daily rates are the engi- 
neering services to be provided ? 

Mr. Piummer. We will have to provide that because those rates 
will vary with the kind of engineer. 

Mr. Gary. How will they be selected ? 

Mr. Prummer. Would you like to answer that Mr. Stone? 

Mr. Stone. We have interviewed several different contractors, 
and contract engineering firms in the past and gone over our program 
with them and analyzed the type of personnel that they have avail- 





348 . 





able, the quantities of personnel that they have available, and the 
flexibility of their organization. 

When those things have been determined the ones who are com- 
petent in particular fields are considered and the contract finally 
negotiated with the ane or ones who can best provide the service to 
us. 

Mr. Gary. Is there any competition at all in the selection of these 

le ? 
_ r. Stone. In the sense that analysis made of their capabilities 
and the ones who cannot perform the services that we require are 
weeded out. There is no bid taken on the services, It is not cus- 
tomary to take bids on that kind of service. 

You are really asking for a professional type service there, the 
same as you would ina legal service or similar types.of work. 

Mr. Gary. What are the maximum daily rates? Do you. have a 
limit on that? 

Mr. Stone. Well, that is subject to negotiation. We do include 
that in our contracts. 

Mr. Gary. Do you not have a legal limit on the maximum that 
you can pay ? 

Mr. Stone. I am not sure about that. 

Mr. Giutetre. Mr. Noble will answer that question, Mr. Gary. 

Mr. Nostz. The limitation relates, I believe, to the employment of 
individual consultants. Employment of firms, corporations or part- 
nerships is not subject to such limitation. 

Mr. Passman. On page 501 of the justification presentation, which 
has to do with the questions Mr. Conte asked a while ago, this con- 
tract research development and engineering program is $9,740,000. 
Then on page 502 the same figures are shown. The caption is differ- 
ent, but so far as the items involved it is all the same, is it not ? 

Mr. Gutterre. Mr. Passman could Mr. Bruce, our budget officer, 
answer your question ? 

Mr. Passman. Yes. One page indicates, “Total estimate 1960” 
and the other, “Total postal modernization,” and they give the same 
figures ? 

You have no money for the same account. 

Mr. Bruce. It is just a different breakdown, Mr. Congressman. 
One is required as a matter of format and the other we put in just a 
matter of showing the information by activities. 

Mr. Passman. Which one shall be put in? 

Mr. Sessions. We would suggest that page 502 be placed in the 
record. 

Mr. Gary. Then we will eliminate 501 from the record. 

Mr. Passman. In that connection, at the bottom of the page there 
is this note: 

These estimates supplement and augment the regular research in capital pro- 


grams carried under “Administration, regional operations, and research” and 
“Facilities.” 


What would the total overall amount be if you put them together ? 

Mr. Giutetre. Mr. Passman, shortly when Mr. Barnard testifies, 
we will submit a chart for the record showing you the overall pro- 
gram in figures oriented just as you have in mind. 
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Mr. Passman. As to the contract research development and engi- 
neering program, this committee over a period of years, as a result of 
the urging of our distinguished chairman, has insisted that you go 
further into the field of engineering and research in an effort to mod- 
ernize and otherwise improve equipment for the Postal Establish- 
ment. I think that the installations in New York, Chicago, and 
Detroit would demonstrate clearly that this has been a sound invest- 
ment. Those installations certainly have been accomplished as a re- 
sult of the engineering development. 

Mr. Sessions. That is correct, Mr. Passman. 


SCOPE OF VARIOUS APPROPRIATION ITEMS 


Mr. Passman. Under item 4 $1,729,000 is shown for “Engineering 
and technical services.” What is the difference between that and the 
first item, “Contract research development, and engineering pro- 

am” ? 

"ie. Gutetre. That has to do with the additional personnel asso- 
ciated with the additional postal modernization program and we will 
take that up shortly and explain it. 

Mr. PassMan. Wouldn’t that properly be a part of the first item? 
It is the same field. 

Mr. Gutetre. Specifically it is to cover 199 additional personnel 
in the various areas which are spelled out in the justification which 
we will take up shortly after we give you our justification for the 
mechanization buildings and improvements and the vehicle procure- 
ment. 

Mr. Passman. Would not item No. 4 be for the same purpose as 
item No. 1 in the general category ? 

Mr. Sesstons. Actually one is for personnel on our own staff and the 
other is for outside personnel. 

Mr. Passman. Thank you, Mr. Chairman. 


GENERAL STATEMENT ON PostTaL MopERNIZATION 


Mr. Gary. Mr. Barnard, will you discuss the postal modernization 
item in general ? 

Mr. Barnarp. Yes, Mr. Chairman. If I may for a very few mo- 
ments discuss the general concept of postal modernization, I would 
like to point out to the committee that the Department with this com- 
mittee’s help has talked for a number of years about the need for 
postal modernization. In the passage of Public Law 85-426, the Con- 
gress recognized this requirement for modernization by authorizing 
a postal modernization fund which is indicated in title III of that 
public law. 

At the time this Department was testifying on the postal rate in- 
crease, we announced our plans for the $2 billion program which Mr. 
Sessions has earlier discussed. The request for appropriations which 
we present to you now is the first installment of that vast program. 
The total amount of capital to be spent under our estimates for 1960 
is the maximum we feel we can properly undertake in the first year 
of this program, but I think the committee will recognize the fact that 
our request in future years to complete the program of modernization 
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will increase to the point that the y have met the total of $500 million 
which Mr. Sessions mentioned earlier. 


CAPITAL AND RESEARCH PROGRAM 


I would like to ask the chairman’s permission to insert in the record 
at this point page 4 of the justification which is a table of capital 
and research in total. I think this would be helpful to the committee 
to analyze the overall expenditures in the combined budget estimates. 

Mr. Gary. Without objection that will be inserted at this point in 
the record. 

(The document is as follows :) 


Capital and research program 























: Increase 
Appropriation 1958 1959 1960 1960 over 
1959 
Administration, regional operation, and research: Con- 

tract research, development and engineering__-..----- $6, 455, 671 | $4, 367,000 | $5,500,000 | $1, 133, 000 
Facilities: yh eas See ws 
Building and equipment program_--_-_-.---...---.--- 37, 200, 211 | 41,836,000 | 39, 591,000 | —2, 245, 000 
Equipment for standard program -_--__..-.-----.---- 18, 027, 892 | 1b, 579,000 | 17, 475, 000 896, 000 
WERIRCEO POCONO £ 65 ncn cdi nl)  renswenecngesens 12, 946, 063 | 10,510,000 | 22,689,000 | 12, 179, 000 
co | RAST Seem Corey ieee SERN VE OF OP OT 68, 174, 166 | 68, 925,000 | 79,755,000 | 10, 830, 000 





Postal modernization: 
Contract research, development, and engineering 
NR a earmnnme niece ie 
Mechanization and building improvement - 
Vebicle procurement. .-...-....-.-.------.- 
Engineering and technical services_-..........-..-- 









Total postal modernization..........-.-.--------- 








Total comparative obligations.............------- 74, 629, 837 | 73,292,000 |173, 755,000 | 100, 463, 000 
aE EEE ei. 13, 316, 563 |—13,316,563 |_.-...------ 13, 316, 563 
Net obligations, capital program. -...-......----- 87, 946, 400 | 59,975, 437 |173, 755,000 | 113, 779, 563 

















BUILDING AND EQUIPMENT IMPROVEMENT PROGRAM 


Mr. Barnarp. The chart which we see is the blowup of that page 
in the justification and as we move along I will point out several 
items on the chart. Mr. Plummer has already discussed the item of 
$9,740,000 for contract research, development and engineering pro- 
gram. In your contemplation of mechanization and building im- 
provements you will note a total of $74,531,000 which covers several 
items; $43,770,000 is for modernizing existing Federal buildings. 

In this category the Department has already surveyed, and is pre- 
pared to move ahead immediately with improvements to the physical 
plant, in 140 buildings spread throughout the United States. Our 
concept of improvement on these structure would be to completely 
overhaul the existing plant including extensions, interior rehabilita- 
tion and all the equipment that is necessary to outfit these buildings. 
The 140 buildings which we contemplate for 1960 are basically small 
units. 

The choice of these 140 accomplishes 2 things. It relieves some 
of our greatest problems in space congestion in the smaller units and 
it provides a chance to improve a goodly number of locations through- 
out the United States in a year’s period. 
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May I request that the data on page 514 concerning “Modernizing 
Federal Buildings” including the table at the upper right-hand side 
of that page be included in the record ? 
Mr. Gary. Without objection that will be inserted at this point. 
(The material is as follows :) 


MODERNIZING FEDERAL BuILpINGS ($43,770,000) 


It is estimated that the following amounts of funds would be required for 
these projects: 




















tee | NR Os ee ote ck ce eeece .... $4,089, 000 
Jue SOE ir oe mean 5, 772, 000 
Purchase of land by the General Services Administration.________ 2, 696, 000 
Alterations and additions to Federal buildings____..._.____-_.._____- 37, 202, 000 
Mail-handling equipment___--_-----_---_-- eee --- 1,822,000 

Total Se i cn See a isan etc 51, 581, 000 
Less regular program funds__--~-------.-----~~- wee 7, 811, 000 

Balance ik ak nn i sin ci a aU ae Rl ai 43, 770, 000 


Mr. Barnaro. I also have a list of the 140 specific buildings which 
brings out the cost of construction and the cost of equipment by 
building to arrive at the total by building. 

I would like to submit this data to the committee. 

Mr. Chairman, I would like to say that these 140 buildings were 
selected solely on the basis of service requirements after rather inten- 
sive field surveys and with assurance that this amount of money 
being spent on them will make them capable of handling projected 
mail volume for a number of years to come. 


AUTOMATION, MECHANIZATION, AND REHABILITATION 


The next item in this same field of mechanization and building 
improvement is $21,450,000 for 7 priority lease projects. I would 
like to ask the chairman to insert page 515 into the records for those 
specific buildings. 

Mr. Gary. Without objection that will be inserted at this point in 
the record. 

(The material is as follows :) 


37175—59——23 
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Mr. Barnarp. All of these projects are major installations. I 
should say, they are seven of our largest buildings in the country 
and the structures involve creation of a new facility, in many cases 
directly adjoining and existing facility. 

The figures that are involved in this estimate include the rehabilita- 
tion and equipment costs of the existing structures to have them dove- 
tail with the new structures. You will find in the last two columns 
on this chart which we have just inserted in the record, under the 
titles: “Rehabilitation” and “Air conditioning,” figures which are 
expendable entirely in the Federal structures and are not part of 
the new lease structures. 

In these seven cities when these buildings are completed and 
equipped and the existing structures are modernized we will have a 
highly efficient postal operation to cope with these very large metro- 
politan area problems. 

Mr. Sessions. Mr. Chairman, with your permission may I add a 
comment at this point? 

Mr. Gary. Yes, sir. 

Mr. Sessions. I would like to point out that although our planning 
encompasses these exact facilities and although we have done con- 
siderable planning on some of these, there is always the possibilit 
that presently unknown service requirements may require a shift 
between these facilities. Such may be the case if and when we get 
funds for these facilities. 


STUDY OF FEDERALLY OWNED SPACE 


Mr. Barnarv. Mr. Chairman we are methodically studying postal 
space — for the federally owned buildings in the United 
States. There are some 3,300 such facilities. 

Our studies are based upon an engineering analysis together with 
an operating analysis to determine, one, whether the building is 
located in the right place in the community to do present and future 
service; two, whether the structure itself is physically able to be re- 
habilitated either by expansion or interior rejuvenation. If both 
of those matters are answered in the positive, our further analysis 
moves directly to ways and means by which we can expend money 
through reimbursement to GSA for the physical improvements to 
the existing structure. 

If the answers to those first two questions are in the negative our 
attention is then turned to the removal of postal operations from that 
structure to a new building to be built under our leasing program with 
the existing building reverting to GSA for adaptation for other agen- 
cies or for ultimate disposal. 


EQUIPMENT 


Now, the next item under mechanization and building improvement 
is for equipment for newly constructed and remodeled buildings. I 
would like to say at this point that the overall concept of postal mod- 
ernization envisions the replacement or rehabilitation of some 2,500 
of the 3,300 Federal buildings and replacement or rehabilitation of 
some 12,000 leased buildings. We mentioned in our earlier testimony 
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on the regular program that the funds are requested for equipment 
for 650 newly constructed units and for 900 rehabilitated buildings 
for the year 1960. 

In the postal modernization fund to which we address ourselves now, 
the provision of $5,311,000 would equip an additional 750 newly con- 
structed buildings which would give us 1,400 buildings newly con- 
structed in 1960 and 900 rehabilitated for a total of 2,300 buildings 
receiving attention in the combination of those 2 sources of money. 


MONEY ORDER EQUIPMENT 


We also ask $4 million for money order equipment. I would like 
to ask the chairman to put into the record at this point the justification 
on page 516 and about a quarter of a page on 517 covering money 
order equipment, $4 million, which spells out the basic reasons for the 
need for this equipment. 

Mr. Gary. Without objection that will be inserted at this point in 
the record. 

(The material is as follows :) 


MONEY ORDER EQUIPMENT, $4 MILLION 


The funds requested herein are for the procurement of issuing equipment 
for use at all postal money order issuing points. The program is being planned 
to accomplish the following: 

(a) Drastically reduce the incidence and opportunity for “raising” and 
“kiting” money orders. 

(b) Reduce or eliminate our payment of approximately $750,000 annually 
to the Federal Reserve System. 

(c) Sharply reduce the 9-month delay in discovery of “tampered” docu- 
ments. 

(d) Reduce costs inherently built into present methods by streamlining 
the entire system. 

(e) Make the postal money order more acceptable to the general public 
and the banks. 

(f) Conform with the American Banking Association’s plans for auto- 
matic check handling. 

As presently envisioned the proposed system will produce automatically 
readable documents. Different equipment will be used at the high and low 
volume windows to generate the source documents. Automatically readable 
documents will obviate the need of the present Federal Reserve System punch- 
ing operation. The Kansas City Money Order Center would do all processing 
of paid-out money orders on their existing equipment and could readily convert 
to the use of an electronic computer. 

The cost of implementing a completed system as presently envisioned is as 
follows: 


Print-punch machines, 20,000, at $125 each $2, 500, 000 
Print-mark machines, 40,000 at $20 each 800, 000 
Print-mark readers, 5 at $15,000 each 75, 000 
SRE nice ie mE bake emake oman na aemenme 625, 000 


4, 000, 000 
Mr. Barnarp. You will notice that we will be able to buy 20,000 
print-punch machines at $125 each, 40,000 print-mark machines at 
$20 each, and 5 print-mark readers at $15,000 each to make this a 
complete installation throughout the postal system. 
Mr. Gary. Where would your cost for the Mail-Flo come in under 
this program ? 
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Mr. Barnarp. The Mail-Flo, sir, comes into the mechanization 
and building improvement and it is all part of that mechanization. 

Mr. Gary. The item of $74.5 million we have just considered ? 

Mr. Barnarp. That is right. 


AMORTIZATION OF MECHANIZATION PROJECTS 


Mr. Gary. When we were inspecting the Mail-Flo system at the 
Washington Post Office the week before last I raised the question as 
to the amortization of these Mail-Flo projects. I have a letter here 
from Mr. Sessions, the Deputy Postmaster General, answering that 
question, which I will insert at this point in the record. 

(The letter is as follows :) 


WASHINGTON, D.C., February 24, 1959. 
Hon. J. VAUGHAN Gary, 
Chairman, Subcommittee on Treasury and Post Office, House Appropriations 
Committee, Washington, D.C. 

DEAR Mr. CHAIRMAN: On February 10, on the occasion of your visit to the 
Washington post office, you asked for a statement from us as to the length of 
time it will take to amortize our mechanization projects. 

In general, the adoption of mechanization and the building modernization 
program will enable the Post Office Department to (1) handle larger volumes of 
mail in the future without proportionate increases in manpower, (2) permit new 
buildings of less area than would be required if manual methods are continued, 
(3) offer faster service than is possible by manual handling, and (4) reduce the 
quantity of misdelivered and delayed mail. 

As the modernization program progresses it will enable the Department to 
handle present volumes of mail in shorter periods than when hand methods are 
used. These shorter periods of time and resulting reduced unit labor costs can 
be expressed as savings through which the machines will amortize their cost 
while accelerating the movement of the mail. 

To date the Department has only had sufficient experience on two machine 
installations to permit suitable cost studies. One of these machines is the 
Mail-Flo installation in Detroit which, according to a study completed October 
8, 1958, will pay for itself in a little over 2 years before depreciation. 

Another completed study is one dated May 6, 1958, covering the Transorma 
sorting machine in Silver Spring. At the present low rate of use, namely, 46 
percent of capacity, and not including depreciation, this machine will pay for 
itself in slightly under 6 years. As the machine is running at such a low rate 
of capacity, it is a little difficult to know how much this figure can be improved, 
but there should be substantial future savings under operating conditions where 
the machine can be run at a higher rate of capacity. 

The Department has other Mail-Flo installations completed, or near comple- 
tion, in New York, Washington, Chicago, and Los Angeles, but these installa- 
tions are so recent that they have not been shaken down sufficiently to permit 
accurate cost studies. Also, the Department has on the drawing boards plans 
for Mail-Flo installations at seven other locations, to be financed out of appro- 
priations for fiscal year 1959. Cost studies on all of these will be made as soon 
as they are installed and operating under standard conditions. 

Our experience with these two installations and our estimates on future in- 
stallations assure us that the entire modernization program is justifiable from a 
point of view of expense reduction, as well as being mandatory to enable the 
Department to handle ever-increasing volumes of mail. The fact that our 1960 
budget estimates call for an increase in clerk and mail handler employment of 
only 3.3 percent in the face of a 4.3-percent increase in mail volume is attrib- 
utable, in part, to the operational benefits we expect to receive in 1960 for the 
machines that will then be in service. 

Sincerely yours, 
E. O. SEssions, 
Deputy Postmaster General. 





356 


VEHICLE PROCUREMENT 


Mr. Barnarp. We are requesting $2.5 million for vehicle procure- 
ment which is an item for an additional 2,500 quarter-ton mailsters. 
If these funds are granted by the Congress it would make possible the 
procurement of a total of 4,900 mailsters for further carrier mechani- 
zation. 

Mr. Gary. Why do you have $2.5 million for vehicle procurement 
= 1 item and $22 million for vehicle procurement under fa- 
cilities 

Mr. Barnarp. Mr. Chairman, we feel that the $22,689,000 vehicle 
procurement is our minimum requirement for 1960. We categorize 
this $2.5 million for 2,500 additional mailsters as progress in postal 
modernization because it would allow us to advance the mechaniza- 
tion of carrier routes faster than the regular program alone. 

We consider the regular program as minimum. The additional 
program is highly desirable. 

r. Gary. Then under operations you have another item for ve- 
hicle service of $87,051,000 ? 

Mr. Barnarp. That is personnel, Mr. Chairman. 

Mr, Gary. Well, $54 million of it is personnel and $26 million 
approximately, using round figures, is for vehicle maintenance and 
approximately $7 million for contract vehicles? 

Mr. Barnarp. Sir, if you will recall last year we transferred from 
the Bureau of Facilities all the funds for vehicle, personnel and 
maintenance so that all of those are now in the Bureau of Opera- 
tions. These figures reflect the cost of maintenance, parts and sup- 
plies and for salaries of personnel. The amount of maintenance 
and personnel would go up with the additional 2,500 mailsters. 

If they were procured we would have to have additional sums 
for maintenance and personnel which would not exist in the basic 
budget with this vehicle procurement. 

(Department’s note: The additional requirements were included in 
the budget estimates. ) 


ENGINEERING AND TECHNICAL SERVICES 


Mr. Chairman, the remaining item for our discussion today is the 
engineering and technical services of $1,729,000. I would suggest, 
if it is permissible, that we insert pages 518, 519, 520, 521, and 522 
which give the listing of the additional personnel the Department 
requests to implement this program. 

Very briefly, the Bureau of Operations at headquarters requires 
four additional positions for space requirement officers, delivery 
mechanization specialists and a clerk stenographer. 

The Bureau of Operations in regional offices require 20 space- 
utilization officers and 20 assistant city delivery officers for a total 
of 40 positions. 

In engineering headquarters there is a requirement for 6 engineer- 
architects, 15 engineers, and 4 GS-4 clerk-stenographers for a total of 
25 in engineering headquarters. 

Engineering Regional Offices require a total of 45 which are made 
up of 10 construction engineers, 14 engineering assistants, 10 drafts- 
men, and 11 clerks. 
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In the Bureau of Facilities headquarters it will be necessary to have 
two additional personnel in the land acquisition and leasing field, one 
assistant branch chief and one lease analyst. 

It will be necessary for the regional real estate offices to have a total 
of 60 additional personnel, 80 lease negotiators, known as real estate 
officers, and 30 administrative clerks and aides. There are 7 addi- 
tional personnel needed in the General Counsel’s office in head- 
quarters, 5 attorneys and 2 secretaries; and in the procurement sec- 
tion of the Bureau of Facilities there is the need for 8 additional 
personnel consisting of a property officer, a specialist in negotiated 
contracts, 2 traffic specialists and 4 typists. 

The Bureau of Finance requires eight additional personnel in head- 
quarters for the fiscal work involved in this expanded program: 

One accountant auditor, three voucher experts, one tabulating op- 
erator, and three clerk typists. The total of this requirement for extra 

ersonnel is $1,729,000 and we believe represents the basic part of an 
increased requirement to carry on this program not only for 1960 but 
in continuing years. 

TI do not know that it is necessary to take much time to discuss the 
detailed needs for these people. I might point out that they are 
basically in the technical fields of endeavor with clerical support. As 
I mentioned earlier when you move from providing 650 new build- 
ings under leasing authority to a point of 1,300 it is apparent there is 
that need for engineers in the design of those buildings and real estate 
men to negotiate the transactions. 

The personnel required in operations are to be used in the develop- 
ment of data to determine space requirements, et cetera. : 

Mr. Gary. Without objection, those pages will be inserted at this 
point in the record. 

(The material is as follows :) 


Engineering and technical services 





Positions Man-years 





Operations, headquarters: 

(a) 2 space requirements officers (GS-13) necessary to 
review and survey recommendations concerning 
acquisition of space and equipment 

(b) 1 delivery mechanization specialist (GS-13) required 
incident to the greatly accelerated program of 
mechanizing (mailsters, trucks) carrier routes. 
This officer will assist in the determination of as- 
signment priority and installation of functional 
vehicles__ ae 
clerk stenographer (GS-5) to render necessary as- 
sistance to the foregoing officers 


Subtotal 














Operations, regional offices: 
(a) 20 space utilization officers (PFS-12) to handle the 
increased workload in the regional offices incident 

to the acquisition of additional space and installation 

of new equipment-- 

(6) 20 assistant city delivery officers (PFS-12) to make 
surveys of city delivery routes in the determination 

of routes to be mechanized, assist in the mechaniza- 

tion of the routes and the attendant rescheduling of 
others, and follow up to assure full utilization of the 
vehicles assigned. --- 


Subtotal 
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Engineering and technical services—Continued 





Positions 


! 


Man-years 





Engineering, headquarters: 
(a) 6 engineers-architects for construction planning in the 
Bureau of Facilities (2 GS-14, 2 GS-12, and 2 GS-11). 
(5) 15 engineers for construction planning in Office of 
Research and Engineering (5 GS-14, 6 GS-13, 4 


GS-12) 
(c) 4 GS-4 clerk-stenographers for the Office of Research 
and Engineering 


Subtotal 


Engineering regional offices: For site selection, inspection of 
preparation and review of drawings and specifications, 
construction, etc.: 

1 PFS-15 construction engineer 

4 PFS-14 construction engineers 

5 PFS-12 construction engineers 

14 PFS-11 engineering assistants 

10 PFS-7 draftsmen 

11 PFS-3 clerk-stenographers.- ---..----..--.- RITES 


| ER eee ae ee ee eee oe btecthhibcib aes 


Land acquisition and leasing, headquarters: 
1 assistant branch chief to provide an additional man for 
special field assignments in land acquisition problems 


(GS-14) 
1 additional lease analyst, GS-13_-_- 
Subtotal 


Land acquisition and leasing, regional offices: additional lease 
negotiations to handle the trebled annual leasing program: 

4 for New York, 3 each for Philadelphia, Chicago and San 
Francisco, 2 each for Atlanta, Boston, Cincinnati, 
Dallas, St. Louis, and Washington, and 1 each for Port- 
land, Denver, Wichita, Memphis, and Minneapolis, 15 

at grade PFS-14, and 15 at grade PFS-13 
30 administrative clerks and aides, average PFS-5 level-__- 


Subtotal 


Legal, headquarters: For legal work under the modernization 


program in land purchase and condemnation, long-term 

lease negotiation, examination of invitations to bid and pro- 

curement contracts and giving of advice, assisting in nego- 

tiating and preparing research and engineering contracts: 
I FS oi cavlenhenibecaennid 
2 GS-5 secretaries 


Subtotal 


Procurement of equipment and supplies and supply manage- 
ment, headquarters: The present procurement and supply 
management organization cannot absorb any additional 
work volume. During 1958 and during 1959 the same work 
force employed in 1957 handled a $40,000,000 greater volume 
each year than during 1957. This modernization program 
will require: 

1 GS-13 property officer 

1 GS-12 specialist in negotiated contracts 
2 traffic specialists, 1 GS-9, 1 GS-7 

4 GS-4 typists. 


Subtotal 


Accounting and payments, headquarters: For auditing, re- 
& cording, and paying additional contracts and other procure- 
ments under the accelerated program: 
1 GS-7 accountant auditor 
3 GS-5 voucher examiners. ---- 
1 GS-4 tabulating operator. 
3 GS-3 clerk-typists and card punch operator 


Subtotal 


15, 060 





218, 071 




















268, 350 
128, 250 





396, 600 





41, 705 
8, 112 
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Mr. Barnarp. I believe this summarizes the overall concept. » 


LANGUAGE CHANGES 


Mr. Gary. What is provided in this proposed appropriation lan- 
guage that does not already exist elsewhere in Post Office Appro- 
priations ? 

Mr. Barnarp. May I ask Mr. Noble to answer that. 

Mr. Nosie. Mr. Chairman, the only new feature, apart from a 
separate appropriation for postal modernization and the items that 
were discussed earlier in this hearing is the provision for makin 
the funds in the Postal Modernization Appropriations available unti 
expended; in other words, no-year money. 

I believe that is probably what you have reference to. 

Mr. Gary. Well, you have no-year availability and then you have 
transferability. 

Mr. Note. That istrue. I forgot that item. 

Mr. Gary. You describe it as reimbursement, I believe. 

Mr. Nose. Yes. I forgot that for the moment. That is a me- 
chanical device simply to facilitate the accounting and bookkeeping 
work involved in this program. It is a simpler process for the per- 
sonnel who would be employed for this work to have them carried 
on the regular payroll and their accounts handled through the regu- 
lar accounting procedures and pay them initially out of the appropri- 
ation from which the regular personnel of the organization are car- 
ried and then reimburse that appropriation from the Postal Modern- 
ization Appropriation. 

In other words, it is purely a mechanical device. It does not in any 
way serve to augment the appropriation but merely permits us to 

ay the funds initially out of the appropriation from which the 
beset to which they may be attached is normally charged and then 
mechanically transfer funds from Postal Modernization to the appro- 
priation from which the funds were first paid. 


FUTURE MONETARY REQUIREMENTS 


Mr. Gary. What would be the estimated expenditures from this 
ing, rg in 1960 and thereafter? anal ; 

r. Nostz. The total in the Postal Modernization Appropriation, 
the obligational authority which we request is $88,500,000. I woul 
have to determine the expenditure figure if literally you mean to ex- 
clude the amount that we would have outstanding in unpaid obliga- 
tions. Wecan insert that for the record, Mr. Chairman. 

(The information requested follows :) 

It is planned to obligate all of the $88.5 million in 1960 but continuing obli- 
gational authority has been requested in the event that unforeseen delays are 
encountered. It is expected that about $48 million of the amount will be 
actually disbursed in 1960 and the balance thereafter. 


NO-YEAR FUND PROVISION 
Mr. Gary. What precedent is there for the establishment of a no- 
year appropriation account for the Department ? 


87175—59——24 





360 


Mr. Nose. The postal modernization program was first recognized 
in the legislation in Public Law 85-426, title III, which authorized 
the making of appropriations to a Postal Modernization Fund and 
provided that such funds would be available until expended, which 
is no-year money. 

In this situation, we are not requesting a separate “fund.” This is 
purely a technical difference. We are requesting a separate “appro- 
priation.” It is a change that was made at the request of the tech- 
nicians in the Bureau of the Budget who felt that mechanically the 
same result would be achieved and would avoid the necessity of open- 
ing a separate account on the books of the Treasury. 

f we carry this postal modernization appropriation as a separate 
account within the Postal Fund, we still have the segregation of funds 
but we do not have to have separate bank accounts with the Treasury 
and separate checks and deposits and so on. The basic concept at 
the time this program was considered by the Congress was that it was 
a program that would last several years, that the exact timing of the 
obligations would be such that it might not always be possible to 
obligate the money within the year and hence no-year money was 
provided in the authorization in Public Law 85-426. 

We have merely carried that requirement over into this appropria- 
tion structure. 


OFFICES REQUIRING NEW FURNISHINGS 


Mr. Gary. You have furnished the committee a list of the 140 
offices that you are planning to rehabilitate. Do you have a list of 
the 750 offices requiring new furnishings? 

Mr. Barnarp. No, sir. We do not have a list accurately to date. 
The figures that we have here, Mr. Chairman, are a combination of 
several elements, primarily lease expirations which we know are 
coming up during the next year. We also have a considerable num- 
ber of month-to-month rental agreements which may be terminated 
at the end of any 30-day period. 

Many of those rental agreement structures are very inadequate, 
without toilet facilities, without running water. Many of them poorly 
maintained. We would contemplate taking care of, first, all of the 
lease expirations where new construction could be justified ; secondly, 
these month-to-month agreements where we would be able to improve 
the postal plant by new facilities, and thirdly, a number of Federal 
buildings that need to be replaced with new facilities. 

At the present time, 1959, we are moving out of 25 Federal build- 
ings. This is all closely coordinated with General Services Adminis- 
-tration. They are prepared to take the buildings over as we vacate 
but our need in that particular category is for money to equip the new 
structures, replacing the old Federal buildings, and I would imagine 
that we would move into a program of replacement of approximately 
50 Federal buildings with new leased structures which would be 
equipped with funds in this part of the program. 
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“KITING” OF MONEY ORDERS 


Mr. Gary. What is the present extent of the raising or “kiting” of 
money orders? 

Mr. Barnarp. I would like to ask Mr. Gillette to answer that, Mr. 
Chairman. 

Mr. Giierre. Mr. Chairman, I will furnish some specific figures: 
to you for the record but the situation concerns the Inspection Service 
and we hope that by having the money orders punch-checked right at. 
the issuing window it will largely eliminate the raising problem which 
has been increasingly severe. 

Also it will make it unnecessary to keypunch those cards because they 
will have originated as puncheards at the issuing window and will go 
through the entire system automatically. 

(The information requested follows :) 

In fiseal year 1958 the number of raised money order cases was reported at 
6,579 and the amount involved $167,466.67. 

Mr. Gary. How do you propose td reduce or eliminate your pay- 
ment to the Federal Reserve System ? 

Mr. Grttette. The Federal Reserve System at the present time per- 
forms the operation of keypunching out of punchcards all of the 
money orders that come through the System for clearance and are then 
sent to the Kansas City Money Order Center, and it would be largely 
the elimination of this keypunch operation at the Federal Reserve 
banks that would permit this saving. 

Mr. Gary. Does that mean that these machines will be bought one 
for each office ? 

Mr. Git.terre. The reading machines will be bought one for each 
Federal Reserve office because it is necessary for the Federal Reserve 
to reconcile the totals of blocks that come from the individual banks. 


PRINT-PUNCH MACHINES AND PRINT-MARK MACHINES 


Mr. Gary. How about the print-punch machines and print-mark 
machines ? 

Mr. Gittetrre. The plan is to buy one machine of the smaller or 
larger size, depending on the size of the office, for each of the issuin 
windows of the money order system so that the entire system wi 
have print-punch issuance cards rather than have a mixed system 
’ partially print and partially handwritten. 

Mr. Gary. Does that mean every post office in the United States? 

Mr. Giuerre. It means every post office in the United States that 
sells money orders would have one or more money order issuing ma- 
chines to make it possible to end the raising and the human error 
that creeps in as these money orders are transferred through the 
system through the Federal Reserve Banks and finally to the Money 
Order Center. 

Mr. Gary. What is the difference between the print-punch and 
print-mark machines? I note a $105 difference in price. What other 
differences are there? 

Mr. Gittette. The print-mark machine does not punch the card. 

It is a cheaper machine that does not require the same tolerances 
and the same mechanical complexity. It would be used for ‘the 
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smaller offices. It would print characters which would be read at the 
Federal Reserve banks by machines which would read and auto- 
matically punch cards from this reading so that there would be again 
the elimination of the human error of a punchcard operator. 

' Mr. Gary. The print-punch machines which cost $125 each would 
be used in the 20,000 larger offices and the print-mark machines which 
cost. $20 each would be used in the 40,000 smaller offices; is that 
correct ? 

Mr. Gutetre. That is the present plan. 

I should point out that, of course, this includes contract stations and 
‘classified stations and branches as well as post offices. 

Of course, you know that we have only a total of 37,000 post offices, 
as such. On that subject, I would like, with your permission, to ask 
Mr. Plummer if he has anything of a general nature to add to the de- 
scription of our money order equipment program. It is still in the 
formative stage, Mr. Chairman. 

I would like to stress that. 

Mr. Prummer. I think you covered it very well, Mr. Gillette. 

I have nothing to add. 


VEHICLE PROCUREMENT 


Mr. Gary. Why do you have no vehicles other than Mailsters in 
your 1960 vehicle procurement program under this appropriation ? 

Mr. Barnarp. Vie feel that the regular program, which we have 
presented to you, accomplishes all the vehicle procurement other than 
Mailsters which will be necessary for 1960. 

Mr. Gary. Do you mean that there is money elsewhere for vehicle 
procurement ? 

Mr. Barnarp. No, sir. The requirement for vehicles that we con- 
template buying, both for extensions of service and for replacement, 
we feel, is mandatory. That is why we have placed it in our regular 

rogram as an absolute must. There are no other funds elsewhere 
in the budget to procure vehicles. There would be no other vehicles 
bought through the modernization program. 

Mr. Gary. The Mailsters are under the “Postal modernization” 
appropriation. The other regular vehicles and replacements are un- 
der the “Facilities” appropriation? 

Mr. Barnarp. That is right, and 2,400 Mailsters are included in 
the regular program. 

Mr. Gary. How many Mailsters would you have altogether? 

Mr. Barnarv. We would have 4,900 Mailsters, 2,400 under the 
regular program and 2,500 under the modernization program. 

Mr. Gane Are the new Mailsters going to be the two cylinder 


type? 
Mr. Barnarp. That is right, sir. 


TRAVEL 


Mr. Gary. What is the nature of the travel cost estimated for the 
postal modernization program in 1960? 

Mr. Barnarp. The traveling would basically be limited to the folks 
in the region under Operations, Engineering and Real Estate. There 
would not be a great deal of traveling on the part of the people at 
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headquarters. Certainly any travel for the people at. headquarters 
would be very minimal. a pane wr 

The people in the supply program would have to make certain con- 
tacts with producers and manufacturers, but again, minimal travel. 


SUPPLY CENTERS 


Mr. Gary. How are your new supply centers working out? 

Mr. Barnarp. Very nicely, sir. The supply centers are now. all 
located in very fine quarters. As a matter of fact, we are just now 
in the process of moving the last supply center in Kansas City to new 
quarters in Topeka, Kans. That trakhe all four supply centers in 
1ew surroundings, new structures, tailored with equipment for mass 
production, filling of orders. : “pee 

We are completely current on all back orders and aside from mo- 
mentary crises that arise when a new item is put out for general dis- 
tribution we have no back order problem at all. a 

As you probably know, sir, the capital equipment warehouses and 
the mail bag depositories are now operated under the supervision .of 
the supply center managers, 

TRAVEL 


Mr. Gittetrre. Mr. Chairman, I wanted to give a further answer 
to your question on travel] just a moment ago. Ln 
he figure of $1,729,000 for engineering and technical services’ in 
the postal modernization appropriation includes $288,933. for travel. 
I thought you should have that figure in the record. : 

Mr. Gary. Does this travel figure in the modernization program dif- 
fer in any way from the travel associated with the programs for “Ad- 
ministration” and “Facilities” ? 

Mr. Gruterre. No, Mr. Chairman, except that there would be'a 
greater need for travel by this type of personnel because of the kind 
of work that they are engaged in. Otherwise there is no difference, 
sir. 

Mr. Gary. There is more money per person in this program? 

Mr. Gituetre. Yes, sir. We felt that if these people were to per- 
form their functions they would have to do considerably more travel 
than the average in similar grade. 

Mr. Barnard may want to add to that. 

Mr. Barnarp. May I clarify that by saying that if you were to take 
the travel authorised to this same type of employee in the regions to- 
day you would find that this is based on duplication of that same ratio. 

In other words, we do not. contemplate, for example, that the 30 ad- 
ditional real estate men are going to travel more than the 70 real estate 
men we have on board today but the travel costs per employee would 
be equivalent for that type of work, 


NEW EQUIPMENT FOR MONEY ORDERS 


Mr. Prion. Do I understand that the money order issuing equip- 
ment of $4 million will provide money order issuing equipment in all 
of the post offices that we now have? 

Mr. Barnarp. All the post offices, stations, branches, contract sta- 
tions, every postal installation that issues money orders. 
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Mr. Pri110on. And that the machines to be installed are intended 
to do away with the human errors and mistakes and the criminal rais- 
ing of money orders; is that right ? 

r. Barnarv. That is correct, Mr. Pillion, and also to save the cost 
for which we reimburse the Federal Reserve banks for the punchcard 
work they now do. 

Mr, Pituto0Nn. I see. 

-Mr. Gary. Will the gentleman yield? 

Mr. Piuti0on. Surely. 

Mr. Gary. Do any of the rural or city carriers write money orders? 

Mr, Gittette. Mr. Hahn will answer your question. 

Mr. Haun. The rural carriers do accept the money for which money 
orders are to be purchased and issue a receipt to the patron but they 
purchase them in the post office after they return. 

Mr. Gary. They issue the receipt at the time they take the money ? 

Mr. Haun. They do, yes, sir. They issue a receipt for the mone 
but after they purchase the money order they give the patron the stu 
of the money order to show that the money order was actually issued. 

Mr. Gary. Do they carry that back the next day ? 

Mr. Haun. Yes. They also accept from the patron a letter in 
which the money order is inserted and it is mailed by the rural carrier 
for the patron. 

Mr. * pace Can this program be carried out in its entirety in 
the year of 1960? Can you manufacture or have manufactured, pur- 
chase, and install all of these money order machines in one ] 
year? 

Mr. Barnarp. We expect to be able to do this. 

Mr. Prtton. It looks like a crash program. 

Mr. Barnarp. Well, sir, it is the type of a program that you can- 
not do part way. It has to be done all across the board or not at all. 
We are very hopeful that it can be completed in the fiscal year 1960. 


SAVINGS 


Mr. Pution. How much money will be saved in your cost to the 
Federal Reserve Banks by reason of this complete installation? 
What is the cost now to the Federal Reserve System and what will it 
be-at-the conclusion of this program? How much money will you 
save per year on that item ? 

Mr. Gitetre. The amount is around $750,000 annually, according 
to our engineers studying the project. 

Mr. Gary. That amount will be saved ? 

Mr. Gittette. That will be saved, yes, sir. 

Mr. Pru10Nn. Just on that item alone? 

Mr. GritetTe. Our justification points out that we will reduce or 
eliminate our payment of approximately $750,000 annually to the Fed- 
eral Reserve System. 

The engineers have made a study of this. They have had a num- 
ber of conversations with the Federal Reserve authorities and have 
worked this out very carefully. 

Mr. Pitii0Nn. In other words, then, in 1961, we can expect that we 
will not only eliminate altogether that $4 million item for “New equip- 
ment,” but we will also be able to decrease the budget by this saving 
of $750,000? 
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Mr. Guerre. Yes, sir, if we could complete the program in 1960 
you could expect that, assuming that the whole of the $750,000 can be 
eliminated. I would like to ask Mr. Plummer if he recalls the exact 
figure that his engineers had estimated as to the amount? ’ 

Mr. Piummer. Mr. Gillette, I do not recall the exact figure but the 
economics were quite favorable. 

Mr. Pitxi0on. Your saving of $750,000 a year is not only the saving 
from the payments you now make to the Federal Reserve but also 
saving in “kiting” and the saving in clerks used. It will be a total 
lump-sum savings of $750,000 a year? 

r. PLummer. I am not sure that any reduction of money order 
clerks would occur because I assume they would be necessary to 
operate the machine, but the savings which the engineers have devel- 
oped as part of their report would include all possible savings which 
you suggest. 

MODERNIZATION OF FEDERAL BUILDINGS 


Mr. Piuut0oNn. In the justification, I notice that the “Modernizing of 
the Federal buildings” comes to a total of $43,770,000 under this a 
propriation item and that an additional $7,811,000 is placed in t 
capital program budget item under “Facilities,” for a combined total 
of $51,581,000. 

do you have the $51 million for modernization broken up into 
$43 million under “Modernization” and $7 million under “Facilities” ; 
why is that not one program ? 

Mr. Barnarp. Mr. Pillion, the $7,800,000 which is included in the 
regular facilities budget under the regular capital program is the 
amount that we felt was absolutely minimum to nh a care of dire 
emergencies. 

Mr. Piution. I see. 

Mr. Barnarp. On the other hand, these dire emergencies are most 
apt to arise at this same group of 140 buildings so that our feeling 
was that, if we got the $7,811,000, in the regular capital and the $48,- 
770,000 in the postal modernization we would be able to complete all 
necessary changes at all 140 buildings. 

If there should not be an amount of $43,770,000 available to us 
we would use the $7,811,000 to care for emergencies where they oc- 
curred first. 

EQUIPMENT 


Mr. Pitu10n. Now, I note that out of the whole sum of $51 million 
for this modernization program only $1,822,000 is allocated for cost 
of equipment. 

It appears to me right offhand that with this small amount of 
equipment actually this is not a construction program but rather a 
reconstruction program. 

Why is there such a small amount of mechanization or equipment if 
this is a modernization program ? 

_ Mr. Barnarp. As I mentioned earlier, Mr. Pillion, these 140 build- 
lugs are mostly small buildings and are not adaptable to the lar, 
mechanization projects we have talked about, so that the $1,899,000 
for mail-handling equipment is small by comparison to the total 
program. 
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However, the bulk of this, if you will note in the table on page 
514, of $37,202,000 is for alterations and additions to Federal build- 
ings. That means the entire interior rejuvenation, additions to the 
existing structures, the land required on which to build the extensions 
and complete rejuvenation of the building to put it in that shape to 
be good for at least 20 years in the future. Heit 

Mr. Pui0n. That might be all right for the purpose of bringing 
about better air conditioning and better color and other improve- 
ments, but it just does not appear to me that you are getting any- 
where from the standpoint of efficiency or reducing your labor costs. 

Mr. Barnarp. Mr. Pillion, may I give you this? 

‘Mr. Prion. It is just toning up and redecoration and a light going 
over of your buildings. It is not the sort of modernization that I had 
anticipated would bring about operating economies. 

Mr. Barnarp. May I cite another example to you of these com- 
parative costs? In the Washington og office that you went into 
the other day, we have, according to Mr. Plummer’s estimates, that 
he gave you at that time, somewhere around $3 million worth of equip- 
ment. Yet the rehabilitation of that building to accept the equip- 
ment to improve the entire structure and the working conditions will 
run close to $9 million just in that one building. 

Now, the point that I am making is that, to accommodate in a small 
building the new type counterline and lockboxes for improved serv- 
ice and improved clerical help, structural changes must be made. 

Ceilings must be lowered in some places. You must put new lights 
throughout. You must change your suspension system of your ceil- 
ings and your roofs. 

There will be buildings where we will change columns and so forth 
to make the building adaptable to present mail volume handling so 
that this is by no means only an expenditure for light, color and air 
conditioning. 

If you look again on page 514, only $9,700,000 plus is for light, 
color, and air conditioning. The balance is actual, physical structural 
changes. We may have a building that has today 4,000 square feet 
but ib hae a big yard at one side and we need 12,000 feet in that build- 
ing today. 

We can build that 8,000-foot addition onto the basic structure that is 
there now, completely tear out the interior of the existing structure 
and modernize it and make it meld with the new addition and we will 
have a post office of 12,000 feet that will do for many years to come 
so that the bricks and mortar and lumber and so forth is the biggest 
percentage of this $37 million. 

Mr. Pittion. But as a rough rule, I would estimate that the cost of 
your buildings would be at a ratio of about 3 to 1 to your equipment, 
such as you had in your Washington office. 

Now, you already have existing buildings the cost of which would 
be enormous and you are adding the $37 million to that plus all the 
light and color and air conditioning, and yet you come up with only 
$1,822,000 for equipment. 

I am just wondering how much actual saving there would be in labor 
costs. 

Mr. Barnarp. Mr. Pillion, we calculate the expenditure for normal 
equipment—counterline, lockboxes, sorting cases, desk chairs, twine- 
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tying machines, all the things that are normal to a small post office— 
we calculate on the basis of approximately $10,000 per installation. 

You have a figure of $1,822,000, which is slightly higher than that 
ratio for 140 buildings. There will be some conveyor equipment and 
one thing and another included in this, but the ratio is diredtly in 
accord with our present process. 

The Washington example which we have discussed is not directly 
comparable because there we are putting huge machinery into a big 
post office and the alterations that were necessary there were to accom- 
modate that machinery. 

We do not have a direct comparison in this program in the fact that 
the equipment is the same kind of equipment we put into a new leased 
building, but what we are doing is to capitalize on the investment 
Uncle Sam already has in an existing structure and adding to that 
structure and modifying it at a lesser cost than if we were to forgo 
that, move out, and build a whole new building. 

Mr. Steep. Will the gentleman yield ? 

Is it not also true that, in connection with these small offices, one of 
your costly problems today is brought about by the necessity for drive- 
ways and dock facilities to get your new truck hauling of mail in and 
out of these existing buildings ? 

Mr. Barnarp. That is very true, sir. This modernization program 
will correct all of that type of problem in these 140 buildings. 


POST OFFICE AT BUFFALO 


Mr. Priri0N. Now, Mr. Barnard, about 3 years ago the Post Office 
Department announced that they would build a new post office at 
Buffalo, N.Y., and that is one of the high-cost operations. It is an old 
type building. Of course, I know the difficulties you have had in 
obtaining a site for your new postal facility. Nevertheless, I have 
been quite concerned at the announcement of the construction of a new 
facility a number of years ago, and then the postponement time after 
pe Po the project even though the site has been a most bothersome 
problem. 

Could you tell us what the situation is with respect to the Buffalo 
post office at the present time ? 

Mr. Barnarp. I would be happy to, Mr. Pillion. We are at the 
present negotiating for the acquisition of the land, which site, I am 
sure, you are familiar with. 

Mr. Pitxio0n. Yes, sir. 

Mr. Barnarp. We expect to acquire this site under a temporary 
option. We are actually working toward a long-term option. That 
part has not been completed in the negotiations. 

The acquisition of the site—the determination of the site—will 
allow our engineering people to proceed now with the design of that 
structure and the Buffalo facility is one of those structures which is 
contemplated for development under the postal modernization por- 
tion of our appropriation and will be developed during the year 1960, 
from an engineering standpoint. 

This is one of the projects, and there are a number of them which 
require the additional contract engineering services as well as interior 
staff engineering service for which we have requested funds. 
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If we are able to proceed with these buildings—and we would con- 
template an addition to the 10 that we have talked about in the 2 parts 
of this presentation—we would expect to move in on another 10 or 15 
during 1960 to get those ready to go out to bid during the latter part 
of that year and the early part of 1961. 

If these plans come to fruition, I believe that you could expect to 
find an item such as we have in here on these seven buildings, cover- 
ing Buffalo in the next fiscal year for the procurement of equipment 
to tie in with the construction of the building. 

Mr. Piutxton. Thank you. 


LETTING OF CONTRACTS FOR MODERNIZATION OF BUILDINGS 


Mr. Conte. Mr. Barnard, on this list for modernization of Federal 
buildings, you are asking for this appropriation for the fiscal year 
1960. When do you intend to let out bids for these jobs? 

Mr. Barnarp. All of this work, Mr. Conte, is handled through the 
General Services Administration and, as the custodian of all Federal 
property, General Services does all of the maintenance work and the 
contract letting for that type of work. 

Our contemplated plan would be to furnish General Services Ad- 
ministration, as fast as we know the outcome of our appropriations, 
with the engineering studies which have been made by the Department 
to date, so that they may then hire necessary engineering talents to 
complete the final working plans and specifications for all of these 
alterations and accomplish this during the year 1960. 

When we notify GSA of our desire for them to do this work and 


commit our funds to at it obligates the Post Office Department ap- 


propriation and General Services then proceeds to expend the money 
within the estimate that we have given them. It is a two-phase op- 
eration starting with us and ending with GSA. 

Mr. Conte. If this appropriation goes through, would you say that 
the actual construction of the post ng and Federal buildings would 
begin in the year 1960 sometime? 

r. Barnarpv. Definitely. I would estimate that if we have this 
appropriation, all of the engineering plans on the entire group of 140 
buildings, which are the preliminary plans made by the Department, 
would be in the hands of GSA by December of this year, so that they 
could award all the contracts before June of 1960. 

Mr. Conte. The post office buildings are solely under your jurisdic- 
diction. GSA just comes in on Federal buildings; is that night? 

Mr. Barnarp. That is right. 


MAILSTERS 


Mr. Conte. Mr. Barnard, you mentioned under the postal modern- 
ization program $2,500,000 for mailsters. 

Mr. Barnarp. Yes, sir. 

Mr. Conte. And the chairman asked you why you had separated 
that from the facility vehicle procurement, and you stated that they 
were not absolutely necessary but they were desirable. Is that right? 

Mr. Barnarp. Well, I think that that is a close approximation, sir. 
I do not remember my exact words. 
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My intent was to reflect the fact that in order to mechanize the 
routes where there are definite possibilities of reduction in cost cap- 
turable in 1960, a minimum would be 2,400 mailsters. 

We feel that we would be much better off if we had 4,900 mailsters 
for that same fiscal year, because it would allow us to mechanize that 
many more routes and effect that many more reductions in operating 
costs. 

Mr. Conte. Under “Facilities,” you are picking up 2,400 mailsters, 
is that right ? 

Mr. Barnarp. Yes, sir. 

Mr. Conte. And 2,500 under modernization, so that you will have 
4,900 mailsters ? 

Mr. Barnarp. That is right, sir. 

Mr. Contr. You say that the use of mailsters cuts down your cost 
of operation. 

r. Barnarp. There are reductions in cost on the routes where 
mailsters have been installed. 

Mr. Conte. How do they reduce cost ? 

Mr. Barnarp. May I ask Mr. Hahn, the Deputy Assistant Postmas- 
ter General for Operations, to give you an answer to that? 

Mr. Haun. Mr. Conte, with the installation of Mailsters, we elimi- 
nate the separate delivery of parcel post, that is the delivery of parcel 
post by separate carrier. 

The regular foot carrier delivers both the letter mail and the papers 
but when provided with a Mailster he also carries the parcels. 

We eliminate the cost of relay service, which is required for the 
foot. carrier. He may only carry 35 pounds at a time, so that the load 
he has in excess of 35 pounds is relayed by another truck. 

We also have found that the public transportation between the 
post. office and the point where a carrier begins to serve his foot route 
and where he ends his foot route is frequently very bad, so that he lost 
a lot of time in his going to and from his route. This is speeded up 
with his own vehicle, the Mailster, so that it is in these areas that we 
have been able to reduce the cost through the use of the Mailster, and 
I believe the testimony given the other day was that our experience 
to date is that we save about a dollar a day per Mailster. 

Mr. Giutterre. Mr. Conte, in further comment on the question, the 
saving to which Mr. Hahn referred was the cost reduction after de- 
preciation. 

Another way of looking at it is that the investment can be earned 
back, before depreciation, in approximately 2 years. 

Mr. Conte. Do you have any figures, Mr. Hahn, showing that since 
the use of Mailsters you have decreased the procurement of trucks 
and have retired trucks and the savings made by the use of Mailsters 
in the delivering of parcel mail? 

Mr. Haun. Yes, sir; we do have such figures. The ratio usuall 
has been that for each 10 routes that are mechanized, we save a full 
day’s service by parcel post delivery man. 

r. Barnarp. May I add to that just as a matter of clarification, 
Mr. Conte, that we do not retire the trucks from the inventory, of 
course. We merely put them to other purposes to which they are 
suited and thus eliminate the need for additional procurement of 
vehicles for the purposes to which the larger trucks are put. 
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Mr. Contr. That is what I was driving at and I wanted to get that 
for the record. In other words, you still have the same amount of 
trucks or more, and you also have the Mailsters? 

Mr. Barnarp. We have more trucks but the ratio of trucks to volume 
of mail is reduced by the amount that are not necessary due to the 
acquisition of Mailsters. 

Mr. Gary. Will the gentleman yield? 

Mr. Conte. Yes, sir. 


MESSENGER-OWNED VEHICLES 


Mr. Gary. To what extent now are the special delivery messengers 
furnishing their own vehicles? 

Mr. Haun. I think, Mr. Chairman, we will have to get that for the 
record. There has been a definite trend toward the Government 
supplying vehicles for those people. There are still a great many of 
them who do use their own vehicles. We will try to supply that 
information for the record. 

(The information requested follows :) 

The average number of messenger-owned vehicle hours used per special 


delivery man-year was 327 hours in fiscal year 1955, as compared with an 
average of 214 hours in fiscal year 1958, a reduction of 35 percent. 


USE OF BICYCLES 


Mr. Gary. Have the Mailsters now entirely supplanted the use of 
bicycles?) We used to have quite an item in the appropriation for 


bicycles. 

Mr. Barnarp. We have not bought any bicycles but if you would 
like to know the inventory of bicycles, Mr. Chairman, we can supply 
that inventory for you. 

(The information requested follows :) 


On June 30, 1958, the Post Office Department had 4,392 bicycles. 


Mr. Gary. You are not buying new ones? 
Mr. Haun. We are still using them in some areas, but no new 
bicycles are being procured. 


MAILSTERS 


Mr. Conte. Mr. Barnard, you felt it desirable to have 2,500 new 
Mailsters for 1960. Do you have any idea at the present time as to 
what you think is desirable for 1961 ? 

Mr. Barnarpv. There have not been any calculations made on that 
to date, Mr. Conte. Our approach throughout the Department on 
the utilization of Mailsters is to study the delivery routes—the car- 
rier routes—that seem to be susceptible to mechanization and have 
an engineering study of each of those routes made, and the Bureau 
of Operations requisitions Mailsters from the Bureau of Facilities 
based on completed studies on known routes to be mechanized. 

I do not believe that any of us at this time have an estimate of the 
total number of Mailsters that we will utilize in the future. 

Mr. Conte. Do you think that this figure will tide you over for 
about 3 or 4 years? 





Mr. Barnarp. I would hesitate to give an answer on that, Mr. 
Conte, because each year that we have appeared before this commit- 
tee in the past 3 years, we have asked for additional Mailsters. We 
have now come up with a design and type of two-cylinder Mail- 
sters that we feel will be much more efficient than the existing one 
cylinder and I think, with some experience with that new vehicle, 
together with our overall planning on carrier routes, we will be able 
to determine the ultimate requirement, but I would hesitate to say 
whether the request in 1961 would be more or less than in the 
current year. 

Mr. Pittion. Will the gentleman yield? 

Mr. Conte. Yes. 

Mr. Pittion. How many one-cylinder Mailsters are in service now? 

Mr. Barnarp. There are approximately 1,800 in service now. We 
are taking delivery on, I think, 2,300 under procurement right now. 
There are 1,800 from previous procurements and 2,300 current 
procurement. 

Mr. Pitut0onN. That would be 4,100 altogether ? 

Mr. Barnarp. Yes, sir. 

Mr. Pituion. And the new procurement Mailsters are one cylinder 
or two? 

Mr. Barnarp. The present procurement are one cylinder. 

Mr. Gary. Will the gentleman yield ? 

The present are one cylinder. The new ones are two cylinder. 

Mr. Susans, There are 2,300 under procurement now. 

Mr. Gary. Are they two-cylinder models ? 

Mr. Barnarp. No, the 2,300 under procurement now are one cylin- 
der. That procurement was divided between the Cushman Co. of 
Nebraska and the Eshelman Co. of Maryland, each approximating 
half of the order and those 2,300 now being manufactured for delivery 
are one cylinder. 

All of the money we are requesting in both the regular appropria- 
tion and the postal modernization appropriation for 1960 is for the 
purchase of the two-cylinder models. 

Mr. Gary. You mean you have 2,300 under procurement now and 
are asking for 4,900 more. 

Mr. Barnarp. Yes, sir. 

Mr. Gary. Do you think you can obtain sufficient experience or get 
your experience in sufficient time to justify the purchase of 4,900 
vehicles in 1960? 

Mr. Barnarp. Mr. Chairman, there possibly will be a number of 
replacements in the 1960 procurement for the oldest Mailsters that are 
now in the inventory. The first procurement of 300 Mailsters was, I 
believe, in 1954. 

I would have to check that date specifically but I believe it is 1954. 
Those vehicles are deficient in many ways against the improvements 
that have been made recently so that there could be a substantial num- 
ber replaced. The inventory figures which are part of the justifica- 
tions which we have presented show that the inventory of Mailsters 
on June 30, 1958, was 1,914 to be delivered during 1959, 3,895, with an 
estimated inventory of June 30, 1959, of 5,809. 

_In the regular program for fiscal. year 1960 there would be de- 
livered 1,150 making the estimated inventory at June 30, 1960, of 
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6,959 and the additional request of 2,500 under the modernization pru- 
gram with an estimated inventory at the end of June 1960 of 9.459, 
less any replacements. 

These specific routes of over 9,000 that have been studies are justi- 
fied by our engineers in the Bureau of Operations for mechanization 
by Mailster, but Mr. Conte’s question earlier of how many more 
in addition to this we will want I don’t think is answerable at this 
time. 

Mr. Conte. You’re leaving the door open. I would be happy to see 
you buy as many as possible but you ought to come in here and show 
that you are retiring some trucks and retiring some people but un- 
fortunately you are coming in for more trucks mid more people. 

You are coming in for more automation, modernization and every- 
thing else. Now you are going to save $4,750,000 on this money-order 
machine. I am going to be interested next year when I am sitting 
in this chair, God willing, to see where you are spending this money. 
I know you won’t cut your budget that much. You will spend it in 
some other corner. 

Mr. Gitterre. The mail volume goes up every year. 

Mr. Gary. Are the two-cylinder Mailsters larger than the one- 
cylinder models? 

Mr. Barnarp. The cubic capacity is basically the same. It is 
about a 4-cubic-foot increase in size, Mr. Chairman. 

Mr. Gary. How do they compare in operation ? 

Mr. Barnarp. The operation is basically improved through a higher 
horsepower and a better transmission connection which will allow 
much greater flexibility in use on various terrain. The tests that 
we have been giving the two-cylinder Mailster have been focused 
primarily in hilly locations such as San Francisco, and we find that 
the Mailster can be very adaptable in a city such as San Francisco 
with a two-cylinder engine where the one-cylinder engine is totally 
deficient. 

Mr. Gary. How do they compare in cost of operation ? 

Mr. Barnarp. The maintenance expectations are a great improve- 
ment. We feel that the maintenance costs will be greatly reduced 
from the earlier one-cylinder jobs. 

Mr. Gary. The operating costs will be less, for gasoline, oil and 
maintenance? 

Mr. Barnarp. The gasoline cost will be less and maintenance and 
replacement of parts will be less. It’s a more efficient vehicle through- 
out. 

Mr. Gary. Are there any further questions? 

Mr. Giterte. Sir, may I say just two things? 

Mr. Gary. Yes, sir. 


NO-YEAR FUNDS FOR MODERNIZATION PROGRAM 


Mr. Guerre. First of all I would like personally to emphasize our 
very real interest in having the committee consider as seriously as pos- 
sible the request for funds available until expended, so-called no-year 
funds, in the postal modernization, because in this modernization pro- 
gram it is not always possible to complete a program by an arbitrary 
calendar date, in this case June 30 of each year. 
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Therefore, it is quite important that the funds for the program 
that is scheduled for the fiscal year be available and not be lost, to 
the Department if the postal modernization is to be carried forward. 

I simply wanted to emphasize our great interest and our feeling that 
it would facilitate the accomplishment of the modernization in which 
this committee and the Congress as a whole has shown an interest. 

Mr. Gary. That request applies only to the modernization program, 
in the amount of $88.5 million ? 

Mr. Gittette. Yes, sir; that is correct. Only to the postal modern- 
ization appropriation. 













PAYMENTS TO GENERAL SERVICES ADMINISTRATION 





I would like par permission also to insert at this point in the record 
a statement which we will prepare supplementing my remarks on 
our reasons for suggesting the elimination of the limitation on 
amounts we could pay the General Services Administration out of 
the facilities appropriation. 

We feel that if the committee considers this type of limitation as 
important in its eyes that we would have no objection to having such 
a limitation provided it were at a figure that would permit the opera- 
tion of the regular capital program. 

In my statement I will comment along these lines. I just want to 
assure the chairman that the desire of the Department was simply to 
propose language that would not be anachronistic but would be in 
consonance with the present modernization proposals. 

Mr. Gary. Without objection, the statement will be inserted at this 
point in the record. 

(The statement follows :) 


CLARIFYING STATEMENT CONCERNING CHANGE IN APPROPRIATION LANGUAGE RELAT- 
ING TO PAYMENTS TO GENERAL SERVICES ADMINISTRATION 



















In previous years there was a general provision in the Appropriation Act 
making funds in all appropriations available for payment to GSA in such 
amounts as may be necessary for the repair, alteration, preservation, renova- 
tion, improvement, and equipment of federally owned property used for postal 
purposes. The general provision carried a monetary limitation which in 1959 
was $22 million, of which no more than $20 million was to be available for 
improving lighting, color, and ventilation for the specialized conditions in space 
occupied for postal purposes. 

The President’s budget for 1960 carried a proposal for a new appropriation 
in the amount of $88.5 million for postal modernization to remain available 
until expended. This appropriation was requested in addition to the regular 
capital and research funds included in the facilities, and administration, re- 
gional operations and research appropriations. The engineering problems 
involved in the modernization program are such that it is difficult to schedule 
with certainty the exact time when contracts for alteration work and equip- 
ment fabrication can be awarded. For this reason, no-year funds were requested 
for the program and for the same reason it was proposed that no annual limita- 
tion on the amount to be spent through GSA be included in the appropriation 
language. 

The penned modernization program requires considerable flexibility in order 
to take advantage of new and unforeseen developments that may arise in the 
rapid acceleration of mechanization of mail processing. There is no question 
but what the funds in this: appropriation’would be used exclusively for postal 
modernization, but it is quite likely that they will not be expended in. the exact 
amounts for each category specified in the justification or that the timing of 
the obligations will fall exactly within the fiscal year. In view of the Appro- 
priation Committee’s traditional interest in expediting modernization, it did 
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not seem to the Department that the committee would want to apply, at least 
to this appropriation, any limitation on the amount that could be spent through 
GSA. This is simply a detail of execution and the amount of the appropriation 
itself sets the bounds of the program. 

In previous years the appropriation authorization to expend money through 
GSA for alteration of Federal buildings was a general one and funds from any 
appropriation available to the Department could be used for that purpose. 
For this reason, an overriding monetary limitation had been included with the 
authorization. It is contemplated that hereafter the facilities appropriation 
will be used for all normal expenditures for alteration and improvement to 
Federal buildings. Since in the past, expenditures of this nature have substan- 
tially underrun the amount of the limitation, and since funds available in the 
facilities appropriation for such work are already limited, it appeared unneces- 
sary to the Department to include a monetary limitation in the authorization 
language added to the facilities appropriation. However, if the committee 
feels that such a limitation is desirable, the Department suggests that the same 
limitation of $22 million used in prior years be added to the facilities appro- 
priation in 1960. The sublimitation of $20 million on light, color, and venti- 
lation work, however, would not be applicable since work is now generally being 
done as a part of the complete modernization of an office and the expenditures 
for this portion of the work would not generally be identifiable. 

Another appropriation language change related to the foregoing is the deletion 
of general section 203 in the 1960 appropriation submission. This section made 
funds available for the repair, alteration, and improvement of the mail equip- 
ment shops at Washington, D.C., in an amount not exceeding $50,000. No such 
expenditures were contemplated for 1960 and if any emergency were to arise 
it was intended that the work would be done by GSA under the authority of 
the new language in the facilities appropriation. If, however, the committee 
desires to continue setting a monetary limit on the amount that could be ex- 
pended for repairs, alterations, ete., on the mail equipment shops, it is sug- 
gested that the deleted language of section 203 be added as a proviso to the 
facilities appropriation. 


Mr. Sesstons. Mr. Chairman, I wish to thank you and the members 
of the committee in the name of the Postmaster General and the De- 
partment for the courtesy and fair treatment we have received during 
these hearings. 

Mr. Gary. Mr. Sessions, I want to say that we have had a very 
excellent hearing. We have a great deal of interesting information 
in the record and your Department has certainly been very cooperative 
in furnishing the information that we desired. 

Mr. Sessions. Thank you sir. 

Mr. Gary. Thank you gentlemen. 


Wepnespay, Fresruary 25, 1959. 


Popsuic Service APprRoprRIATION 
WITNESS 


HON. JAMES H. MORRISON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF LOUISIANA 


Mr. Gary. The committee will come to order. 

We have with us this afternoon our distinguished colleague from 
Louisiana, Mr. Morrison, who would like to make a statement to the 
committee. 

Mr. Passman. I am pleased that my friend and distinguished col- 
league from Louisiana has honored the committee with his presence. 

Mr. Gary. We are glad to have Mr, Morrison with us this after- 
noon. 
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RATE INCREASE ACT 


Mr. Morrison. Thank you, Mr. Chairman. 

Before I proceed with my statement I would like to take this oppor- 
tunity to commend this committee to the highest degree, Mr. Chair- 
man and members, for the wonderful job that you are doing this year 
in this session and that you have done over the years. I know of no 
committee on appropriations or any other committee, whether it be on 
the House side or the Senate side, that is more diligent, more con- 
scientious, or has worked harder to perform a job which is, in many 
respects, tedious, long, hard, and difficult, than has this committee. 

I assure you that I think the people of America are and should be 
proud that they have a committee in Congress that goes to the broad 
lengths and depths of a matter as you do to provide the service and 
the job that is your responsibility. 

Mr. Gary. Thank you, sir. 

Mr. Morrison. Mr, Chairman and members of the Appropriations 
Subcommittee. 

My name is James H. Morrison and I am ranking member on the 
Post Office and Civil Service Committee of the House. I appreciate 
your courtesy and cooperation in affording me the opportunity to 
appear before you at this time. 

I will not attempt to discuss any appropriation figures, as I feel 
sure that you are more familiar with the Post Office statistics than I 
am. My purpose in appearing here today is to discuss a very impor- 
tant principle which is contained in last year’s Rate Increase Act, the 
principle that the Post Office Department is a public service. 

When Congress legislates a below-cost rate for a special group, 
such as charities, libraries, educational groups, the blind, and so 
forth, we reaffirm the fact that the Post Office Department performs 
many worthwhile services above and beyond the usual routine of 
business, 

In order that the postal service can give nearly every citizen in the 
land their mail within easy access, we have reaffirmed our belief that 
we want and need a true and cooperative postal service, not one ham- 
strung because this or that service may not be considered businesslike. 

This fact is recognized formally in the Postal Rate Act of 1958. 
After many weary days of negotiation, drafting and redrafting, and 
after several meetings, the final wording adopted by the postal con- 
ferees was subsequently accepted unanimously by both the House and 
the Senate. 

I was a member of the House conferees. The act provided that the 
total loss on certain services should be recognized as in the public 
interest, and that in making annual appropriations for these services, 
the law should be termed a “Public service appropriation” and not 
considered to be a deficit. ; d 

The act also provides that the loss incurred in the operation of 
third- and fourth-class post offices and star routes should be included 
in the “Public service appropriation.” The loss incurred in the 
operation of rural free delivery was not covered by this legislation. 

The appropriation recommendation before you ignores Public Law 
426 in that it only provides for a “Public service appropriation” for 
the out-of-pocket loss on such items as the charitable rate, the mail 
for the blind, and the free-in-county papers. 


37175—59—— 25 
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The Postmaster Genera] states, I believe, that it does not cover the 
loss incurred in the operation of third- and fourth-class post offices 
or star routes. The Postmaster General takes the position that he 
does not know what this loss is, and so for the time being, urges that 
it remain unidentified. 

The “Public service appropriation” you are considering for the 
first time under that name is not a request for extra money. It is the 
same money you have been appropriating every year under the label 
of. “Deficit.” No matter what anyone calls it, the appropriation is 
the same and it neither adds nor subtracts 1 cent from the General 
Treasury. 

I am afraid that the same arguments that the postal conferees of 
the Senate and House, and the full House and full Senate, rejected 
will be given to you in an effort to have substituted a meaningless, 
nominal amount for the $172 million it costs to provide free or 
reduced rate services provided for in Public Law 426. 

As an example, the postal conferees were told by the Post Office 
Department that the public service cost in the case of a special rate 
is a difference between the reduced rate charged and the regular rate. 
How does that work? 

The Post Office Department claims that the public service cost 
of free-in-county newspapers is only $1 million, because that is what 
they would be charged at the regular newspaper rate. 

Such county papers bring in no revenue, yet they cost $14 million 
to handle. If only $1 million is public service, what do you call the 
rest ? 

Public Law 426 classes the whole $14 million as public service. The 
Post Office Department is evidently insisting on its doubletalk argu- 
ment, and there is a reason for that, because the higher they can 
get the deficit figures, the more pressure they can put on us for un- 
warranted postal rate increases. 

The $172 million of public service items listed in Public Law 426 
comes, I believe, to less than 5 percent of the amount requested to 
operate the Department in fiscal 1960; less than 5 cents out of every 
dollar spent by the Post Office Department is acknowledged as a public 
service cost. 

In this session of Congress, I believe there are bills already intro- 
duced to extend delivery to areas where there are as few as one family 
per square mile, whereas three families per mile is the rule today. 

The 1958 Postal Act simply sets down in words what Congress 
has confirmed in acts over many, many years. Expenditures for 
public services by other Government agencies are not called “deficit.” 
Then why should the public service functions of the Post Office 
Department be called a deficit ? 

should like to repeat: The public service appropriation you are 
considering today for the first time under that name is not a request 
for extra money. It is the same money you have been appropriating 
every year under the label of “deficit.” No matter what anyone calls 
it, the appropriation is the same and it neither adds nor subtracts 
1 cent from the general treasury. 

Mr. Gary. Thank you, Mr. Morrison. We shall give your state- 
ment very careful consideration. The committee appreciates the 
benefit of your views on this very important subject. 
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Mr. Morrison. Thank you, Mr. Chairman. 

Mr. Passman. In all other departments of Government where 
charges can be made for private services, such charges are made, are 
they not? 

Mr. Gary. Surely. 

Mr. Passman. The only reason charges are not made for some of 
the public services is that they sometimes cannot be pinpointed, or 
identified, as can be done for a private service. Otherwise, the depart- 
ments would collect for these services. Is that not correct ? 

Mr. Gary. That is right. 

Mr. Passman. That is one of the reasons I advocate ne 
postage rates, as much as I dislike to disagree with my distinguishe 
colleague. 


Mr. Morrison. Thank you. 


DericiEncies IN Post Orrice Bupcet ror 1960 
WITNESS 
PAUL A. NAGLE, NATIONAL POSTAL TRANSPORT ASSOCIATION 


Mr. Gary. We also have before us this afternoon Mr. Paul A. 
Nagle, who is president of the National Postal Transport Associa- 
tion. Mr. Nagle has some matters that he wishes to discuss with this 
committee, 

The committee is always very glad to hear those who want to bring 
information to its attention. We shall be happy to hear from Mr. 


Nagle at this time. 

Mr. Naeie. Thank you, Mr. Chairman. 

I am accompanied this afternoon by our vice-president, Mr. 
Nanker; our industrial secretary, Mr. Legley, and the president of 
our third division, Mr. McClellan. Our third division has’ branches 
in the States of Maryland, West Virginia and North Carolina. 

I am particularly pleased, Mr. Chairman, to have the opportunity 
to appear before you on your birthday and I wish you many happy 
returns. I hope that not every birthday in the future is going oh 
spent in such hard work as this is. 

Mr. Gary. Thank you, sir. I appreciate it, but I do not know of 
me 4 better way to spend it and I am happy that I am able to be here 
today. 

Mr. Canrtetp. Mr. Nagle, we think very definitely that he is still a 
young man. 

Mr. Nactz. He is, indeed. There is no question about that. I just 
thought the chairman might feel some sort of holiday to celebrate the 
occasion might be more appropriate. 

I want to say right there, if I might, too, Mr. Canfield, that it is a 
happy thing for me to appear here and again recall that just about 
10 years ago your uncle was a president of the growing Mail Associa- 
tion and sat in the position I occupy now. 

Consequently, we feel a very close kinship with you. I am particu- 
larly delighted to call that to the subeommittee’s attention. 

May I proceed, Mr. Chairman ? 

Mr. Gary. Go right ahead, Mr. Nagle. 
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Mr. Nacie. Mr. Chairman, my name is Paul A. Nagle. I am presi- 
dent of the National Postal Transport Association, representing 
30,000 employees of the Post Office Department’s Postal Transporta- 
tion Service. 

I have asked to be heard in regard to the Post Office appropriation 
because in the considered judgment of the National Postal Transport 
Association, the decision of this committee will have a vital effect on 
the state of the postal service during the year ahead. 

The National Postal Transport Association believes that there are 
several serious deficiencies in the methods used by the Post Office De- 
partment in determining the costs upon which appropriations requests 
are based. 

The National Postal Transport Association feels that— 

1. Since the reorganization of the Post Office Department a year 
ago, administrative costs have risen even though district offices have 
been closed. 

2. Basic motion-and-time studies and works-performance standards 
have added to the cost rather than to the efficiency of the postal 
service. 

3. The metropolitan area program currently being put into effect in 
many cities of the country is being undertaken on the mistaken prem- 
ise that the costs of conducting the program can be supported by 
withdrawing en route distribution from railway post office cars and 
highway post office vehicles. 

4. Costs of handling mail in both stationary and mobile Postal 
Transportation Service units are being overstated. Accordingly, the 
costs of providing replacement service have not been presented 
accurately. 

On January 25, 1958, in a letter to all Members of Congress, the 
Post Office Department announced a reorganization under which dis- 
trict. operations and transportation offices would be closed, the work 
performed by those offices would be assigned to service officers, and 
the paperwork handled in those installations would be handled in 
regional offices. 

The closing of the district offices was predicated upon comments in- 
cluded in House Report 1741 of the 84th Congress. That report did, 
indeed, recommend the closing of district operations offices, which the 
report said fulfilled no valid purpose. By contrast, House Report 
1741 said that the district transportation offices performed a function 
closely similar in transportation to that of postmasters in the opera- 
tion of city post offices. 

Since the district transportation offices have been closed there has 
been very little close supervision of the operation of mobile installa- 
tions. Roctoets delays have developed in handling mail, handling of 
correspondence with employees responsible for insuring prompt han- 
dling of mails, assigning substitutes to fill runs for > aa on leave, 
and processing of transportation accounts. 

Inefficiency and delays of this kind must inevitably result in 
unnecessary expenditure of many thousands of dollars. 

We feel certain that the number of dollars necessary to operate 
the Post. Office Department could be reduced if administrative costs 
were to be lowered through the reestablishment of the equivalent of 
district transportation offices. 
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I would like to say right here, if I may, that in some ways the 
number of places eliminated by closing of these offices have not 
resulted in absolute savings. 

For example, we now have on the workroom floors of our terminals 
people performing the functions which previously they did in ad- 
ministrative offices. But to the best of our ability to determine this 
situation, these assignments are now charged to the operating costs 
rather than the administrative cost of the Post Office Department. 

To that extent, we believe that the regional budgets are under- 
stated, that these accounts should properly be placed under the 
regional budgets rather than under our operating budgets. 

o the extent that the current appropriation request does not 
reflect the increased administrative cost and lowered operating efli- 
ciencies associated with the closing of district transportation offices 
we feel that request is inadequate. 

Mr. Chairman, basic motion and time studies and work performance 
standards were supposedly designed to increase efficiency and reduce 
costs. 

We believe that the cited output measurement systems have raised 
rather than lowered costs. Employees in installations where these 
systems are in effect will tell you that the measurements of produc- 
tivity are inaccurate, that preparing the mail for measurement is 
time consuming, and that manpower is wasted in applying the systems. 

It is suggested that in order to evaluate the cost of basic motion 
and time studies, the total cost of operating an installation before 
and after the inauguration of the system should be secured and com- 
pared. Only by comparing the total operating costs.do we think it 
possible to evaluate accurately the dollar expenditures necessary to 
measure the effectiveness of basic motion anit time studies, or work 
performance standards. 

If I might interpolate a bit: At Spokane, Wash., we had a report 
from our people there that on some occasions the number of people 
weighing and counting mail for distribution was equal to the number 
of people distributing mail. 

I was down in Cincinnati November 10, 1958, and they pointed 
out the number of people counting mail to be measured and assigned 
was equal to the number of people distributing the mail. This is 
one of the ways that I believe perhaps the system gets unwieldy. 

To the extent that operating expenses have been affected adversely 
by work performance standards and by basic motion and time studies, 
we feel the current Post Office Department appropriation request to 
be understated. 

METROPOLITAN AREA PLAN 


The metropolitan area program is being - into effect in many 
places throughout the country. There can be no question but. that 
there is much room for improvement iti mail service within metro- 
politan areas. 

The metropolitan area program necessitates an increase in the num- 
ber of handlings between points of origin and destination. Because 
this is true and because each mail handling within a metropolitan 
area costs an amount reasonably equivalent to the expense of such 
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handling in a comparable installation outside the metropolitan area 
program, there must be added expenses incurred. 

Specifically, the metropolitan area program was designed to keep 
mail away from congested downtown areas. 

Theoretically then, if the cost of operating the metropolitan area 
program is to be drawn from some other phase of postal operations 
rather than from an added expenditure, such economies should be 
realized through diminished operations in congested downtown areas. 

This, however, has not been the case. Instead, the Post Office De- 
partment has attempted to finance the metropolitan area program by 
reducing the outlay for long haul transportation. The prime target 
has been the service performed by railway and highway post office 
installations. 

The National Postal Transport Association believes the metropoli- 
tan area program of the Post Office Department can be a success only 
if trapping centers are given the opportunity to make frequent dis- 
patches to highway or railway post offices. 

The highway truck does not arrive at its destination with its cargo 
prepared for onward dispatch without delay. By contrast, railway 
post offices and highway post offices through distribution en route 
do have their cargoes prepared for immediate onward dispatch upon 
arrival at their destinations. 

Once more, may I interject. 

In the Atlanta region, there was service withdrawn from the At- 
lanta and Savannah railway post office and this mail is now being 
handled in traffic centers and our people claim that the success of 
the operation is not very full. 

They also maintain that the service is not up to what it would 
aaee — had highway post offices been provided with the moneys 
available. 

Thirdly, they say that the costs exceed the original estimates by 
a substantial degree. 

Of course, I am not in a position to declare that this is the case. 
but these are reports that I have been given. 

Since the metropolitan area p: m is to provide better service 
for people within a community, then the costs of providing that 
service should not be drawn from the postal operating structure 
extending beyond that community. 

This is the result when long-haul railway or highway post office 
service is reduced, withdrawn, or otherwise curtailed because of the 
operation of the metropolitan area program. 

Efforts to improve service within metropolitan areas should not 
serve to impair service accorded longer haul mails or the service 
accorded the rural population. 

To the extent that costs of operating the metropolitan area pro- 
gram are not clearly identified we feel the current post office ap- 
propriation request is in need of clarification. 

e Post Office Department has tended to overstate railway post 
office and highway post office costs. In response to a statement sub- 
mitted to the Treasury and Post Office Appropriations Subcommit- 
tee—this very subcommittee—in regard to the appropriation for fis- 
cal 1955, the Post Office Department returned a statement appear- 
ing on pages 363-366 of the hearings of that year. 
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The National Postal Transport Association had declared that rail- 
way post office distribution costs are exaggerated under cost ascer- 
tainment procedures because cost ascertainment makes no allowance 
for the volume of mail actually being transported within the dis- 
tributing space. ia 

Distribution en route has the dual virtue of both expediting han- 
dling and providing transportation of mail. In its statement the 
Post Office Department said that it is unable to evaluate the trans- 
portation factor involved in this dual function. Nevertheless, it 
cannot be denied that the transportation factor exists. 

Accordingly, to the extent that such evaluation is not included 
in the appropriations request the request itself must be termed in- 
accurate. 

The cost of railway post office cars is based on a mileage charge. 
If a railway post office car is operated between Washington and 
Jacksonville, the cost to the Post Office Department of operating 
that car is exactly the same if the crew boards the train at Wash- 
ington just prior to departure or if the:car is used for several hours 
for distribution purposes prior to departure. 

The Post Office Depatment has not begun to make optimum use 
of this cost-free access to distribution space in advance of train 
departure. 

To the extent that the greater use of railway post office space would 
contribute to postal efficiency and operating economies, we feel that 
the present appropriations request is in need of modification. 

In fiscal 1953, the cost allocated for distribution space in all rail- 
way post office cars amounted to $63,919,304. The grand total of postal 
expenditures in that year amounted to $2,760,010,961. 

By contrast, even though rail transportation costs had risen by fiscal 
1957, the last year for which cost ascertainment reports have been 
published, the total postal expenditures had increased to $3,046,- 
554,605 while the allocation for distribution space in railway post 
office cars had declined to $58,942,899. 

These amounts are indicative of two things: 

1. If all railway post office distributing space were to be eliminated 
and there were to be no replacement costs whatever, the overall reduc- 
tion in postal expenditures would amount to the small sum of approxi- 
mately 2 percent. 

2. In the face of an expanding postal volume and increased outlays 
for rail transportation, distribution space in railway post office cars 
was reduced by $5 million, or approximately 12 percent. 

The Post Office Department itself estimatés that railway or high- 
way post office mobile space when replaced by space in a stationary 
installation requires the footage to be increased on the ratio of 5 to 1 
because of the compactness of the mobile distributing unit. 

Since the entire outlay for distributing space in railway and high- 
way post offices is approximately 2 percent of the postal budget, and 
since the Post Office Department’s stated replacement factor is 5 feet 
in a stationary installation for 1 foot in a mobile unit, it is evident 
that any actual economies in this area must be trifling if consideration 
is to be given to service to the postal patron. 

To the extent that the present appropriation is premised upon 
actual economies as a result of reduced distribution in railway and 
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highway post offices, we believe that the Post Office Department’s 
request is understated. 

We feel the very fact of the existence of the metropolitan area pro- 
gram indicates that postal service has declined since 1953 and must 
serve to emphasize the need to secure a greater, rather than a lesser 
amount of money for distribution in railway and highway post offices. 

A century ago the Post Office Department was faced with a problem 
similar to that which exists today. Prior to 1860, all large post offices 
were in effect trapping centers where mails were massed and the 
offices became congested and inefiicient. 

- The problem was solved by distributing mail en route in railway 
post office cars which relieved the post offices of the overwhelming 
avalanche of mail generated at the close of each working day. 

If I may right here, I would like to comment on an item in the 
Postal Service News, the official publication by the Post Office Depart- 
ment for the information of its employees, dated February 1959. 

Under a subheading on page 12, titled “Answer to a Bottleneck,” 
the Postal Service News says: 

The railway post office service was inaugurated officially in 1864 after early 
experimental use. This was an answer to a bottleneck in the postal service ex- 
perienced by the Nation in its earlier years. Before this, mail was not usually 
sorted until arrival at the post office of destination or at distribution post offices 
along the route, resulting in huge accumulations of mail at such points and in- 
Stituting delays. Institution of railway post offices removed this bottleneck by 
sorting and distribution of the mail while en route. 

We submit that the basic solution found a century ago is applicable 
today. That solution is the expansion of distribution en route in rail- 
way post offices and highway post offices. 


PUBLIC SERVICE ITEM 


Mr. Chairman, allow me to bring to your attention the $172 million 
budget item regarding the postal policy provisions of Public Law 
426 passed by the 85th Congress. In testimony before the House Post 
Office and Civil Service Committee on Postage Rates, the National 
Postal Transport Association supported the need for a revised postal 

olicy. 

The $172 million budgetary item is understood to be an earmarking 
of funds required for special service features of the Post Office De- 
partment. The costs of those features are to be paid from the general 
funds of the Treasury. 

There is precedent for this type of action in the Kelly law which 
passed the Con in 1930—39 U.S.C. 793—this act provided that 
the Postmaster Coles! would certify annually to the Secretary of the 
. Treasury and the Comptroller General] the revenue losses on certain 
free or reduced-rate mailing, such amounts to be carried separately 
on the books of the Treasury and the General Accounting Office. 
Section 104(a) of Public Law 426 replaced the Kelly law. 

Section 104(a) calls for an identification of total losses—the dif- 
ference between cost and revenue—on certain free and reduced-rate 
mailings. These costs are to be paid from the general funds of the 
Treasury. 

The National Postal Transport Association believes it is proper 
to identify such losses, both domestic and foreign, in order to sim- 
plify ratemaking. 
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We understand the $172 million does not include amounts on certain 
controversial items, such as losses on third- and fourth-class post 
offices and star route delivery, which are called for in the act. That 
is the Postal Policy Act of 1958. aa ; 

Mr. Chairman, the National Postal Transport Association main- 
tains an interest in the state of the postal service unparalleled among 
service organizations. It is customary for me as national president 
to find that in appearing before local branch meetings, the member- 
ship concentrates its attention almost completely on matters of the 
postal service rather than in giving attention to such things as legis- 
lation of personal benefit to individuals. 

We seek to establish a standard of postal service which will enable 
us to renew our pride in our work. This devotion is typical of our 
people wherever they are assigned. Whether in terminals, in air- 
port mail facilities, in transfer offices, in railway or highway post 
offices, we claim for all levels of the National Postal Transport Asso- 
ciation and its membership a degree of interest in oe the 
postal service that is unequalled even at many of the official levels 
of the Post Office Department itself. 

Because of this very vital concern for an improved postal service, 
we plead with you to accompany your appropriation with a stipula- 
tion that postal service must be improved and that the Post Office 
Department be instructed to proceed to make better use of railway 
post office and highway post office service and of its most efficient, 
most talented, and most devoted group of employees. 

On behalf of that group of employees in the Postal Transportation 
Service, I express to you, Mr. Chairaen, the very deep appreciation 
of the National Postal Transport Association for the opportunity you 
have provided for me to appear before your distinguished committee. 

Mr. Gary. Thank you very much, Mr. Nagle. I know that the 
committee very much appreciates your statement. 

Mr. Naetz. Thank you very much, sir. I hope that I have not 
imposed overly on your time. 

Mr. Gary. Weare very glad to have had you with us. 

Mr. Nace. Thank you, sir. 

And thank you, gentlemen. 
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